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L. INTRODUCTION

Unable to convince the Board of Directors and major shareholders of Norfolk Southern
Corp. (“NSC”) that Canadian Pacific Railway Ltd.’s (“CPRL) acquisition of NSC is in their best
interests, CPRL now seeks to enlist the Board in its so far futile efforts. To achieve that end,
CPRL seeks a declaratory order that it might be “possible” that the Board would permit CPRL’s
plan to: 1) acquire control of NSC and thus its rail subsidiaries, 2) place the railroad CPRL
currently owns (Canadian Pacific (“CP”)) in a voting trust, and 3) install CP’s CEO and other
managers at the top of the Norfolk Southern Railway (“NSR”) while the rest of the CP
management team remains behind. CPRL claims that such a declaratory order is necessary
because it accuses NSC of using uncertainty about how the STB will respond to CPRL’s plan as
a shield against CPRL’s overtures. CPRL asserts that “NS’s stockholders can be free to make
their own decisions, however, only if the Board removes the claimed uncertainty” by issuing a
declaration that the concept of the voting trust/executive replacement/executive retention plan
would not violate the Act if CPRL acquired control of “NS”. CPRL contends that such a
declaration is mandated by an asserted federal policy of agency neutrality in corporate control
battles. CPRL Petition at 1, 8-10.

The Brotherhood of Maintenance of Way Employes Division/IBT (“BMWED”),
Brotherhood of Railroad Signalmen (“BRS”), and International Association of Sheet Metal, Air,
Rail and Transportation Workers/Mechanical Division (“SMART MD”) (collectively “Unions”),
respectfully submit that CPRL’s petition should be denied because the petition is not supported
by the facts, and its legal arguments are without merit. Among other things, the Unions submit
that: 1) CPRL is improperly attempting to inject the Board into its hostile takeover effort by
using the agency as a sword in its fight to control NSC by seeking a ruling on an inchoate plan to

use a voting trust and to embed some CP executives in NSC management, while leaving other



members of the CP management team behind at CP; 2) the plan presented by CPRL will not
insulate it from a violation of Section 11323(a)(5) by acquiring control of additional carriers
without prior Board approval; 3) even if CPRL’s plan could shield it from a violation of Section
11323(a)(5), it cannot shield CPRL from a violation of Section 11323(a)(4) if it acquires control
of NSC and its subsidiary carriers (even with CP in a voting trust) without prior Board approval;
and 4) the CPRL plan is contrary to the public interest,

Besides being wrong on the facts and the law, CPRL’s petition is predicated on a number
of fundamentally erroneous assumptions.

The Act expressly and unambiguously provides that a person that is not rail carrier (such
as CPRL), that already controls a carrier (CP), cannot acquire control of another carrier without
prior approval of the Board; and that a non-carrier cannot acquire control of two or more carriers
without prior approval by the Board. 49 U.S.C. §11323(a)(5) and (4). In arguing that its scheme
is permissible because other [very different] voting trusts have been allowed, CPRL begins from
the erroneous premise that all voting trusts are valid and the burden is on opponents to prove
otherwise. But the reverse is true. Voting trusts are a policy-based exception to the clear statutory
rule; the burden is on the proponent of the trust to prove its validity; especially when, as here,
there is no precedent for the CPRL arrangement. Additionally, in assuming that its scheme is
permissible because other voting trusts were allowed, and in asserting that the role of the Board
is to facilitate mergers, CPRL also fails to acknowledge that the reason for enactment of Section
11323 (and its predecessors) was to regulate transactions between and among carriers and
entities that control carriers that created monopolies and oligopolies, degraded rail service,
damaged the financial health of essential enterprises, reduced the ability of carriers to invest
necessary capital in the railroads; and that the Act was amended to ensure that regulation of these

transactions is not evaded by use elaborate corporate devices. United States v. Marshall



Transport Co., 322 U.S. 31, 36-40 (1943); Schwabacher v. United States, 334 U.S. 958 (1948);
St Joe Paper v. Atlantic Coast Line Railroad, 347 U.S. 298, 312 (1954).

While CPRL has focused on two of the general transportation policies of the Act—
maximizing competition, and minimizing regulation (Petition at 18) it ignores the most relevant
and controlling policies contained in Section 11323 (the statutory provision directly involved
here)— for close agency regulation of the enumerated transactions, particularly common control
transactions. CPRL has also ignored other policy mandates of the Act such as promoting safe and
efficient transportation, ensuring development of a sound transportation system, operation
without detriment to public health and safety, and encouragement of fair wages and safe and
suitable working conditions. 49 U.S.C. §10101. All of those other policies will be imperiled by
the planned transaction--that would extract resources from one or both rail systems in order to
cover the premium CPRL seeks to pay to persuade NS shareholders to accept the scheme, burden
the railroads with debt, and emphasize payouts to the new holding company’s major shareholders
like Pershing Square Capital (which is in dire need of a boost in earnings after the Valeant

Pharmaceutical debacle. New York Times March 1, 2016 (Bill Ackman Bets Again On Valeant,

Taking A Seat On The Board)). Exhibit 1 to this Reply Brief.

CPRL asks the Board to assume that all will go not only well, but perfectly, that the share
price premium will not require raids on assets, assumption of ruinous debt, deferral of
infrastructure investment, furloughs of essential workers, and dramatic concessions by
employees because Hunter Harrison (immodestly described by CP as the “greatest railroader of
all time”) will sprinkle his magic dust on NS which will result in quick cost savings and revenue
growth that will cover the new costs. The “Hunter Harrison effect” is also proffered as the
rebuttal to concerns about what will happen to NS if the ultimate transaction is not approved; it is

asserted that NS would not be harmed if that occurred because NS will have had the benefit of



the guidance of the great man. CPRL Petition at 14-15. A cult of personality is not a business
plan and the presence of CPRL’s self-proclaimed rail “demigod” will not be enough to insulate
NS, its employees and its customers from the risks of leverage, under-investment in the railroad
and ultimate denial of the merger application. At issue is not merely whether Mr. Harrison can
successfully run a railroad, but whether the post-transaction carriers can produce the returns
needed to cover new debt, pay back cash paid by CP, and buoy the fortunes of Pershing Square
without damaging the railroads, their customers and their employees; and whether Mr. Harrison
gracing NS with his presence will protect the NSC carriers from harm in the likely event that the
transaction is not ultimately approved.

CPRL also argues that the Board should not consider the potential downstream effects of
a CP-NS combination— the possibility that a CP-NS combination will lead to follow-on
combinations involving the other Class I railroads, possibly to a final consolidation of North
American Class I’s into two or three railroads— even though consideration of that possibility is a
major element of the Board’s revised (post-1990s consolidation) merger rules. Major Rail
Consolidation Procedures, Ex parte No. 582 (Sub No. 1) (June 11, 2001) at 3-5, 43, 2001 WL
648944 *3-*5., *43. CPRL asserts that downstream effects should only be dealt with later when
it presents an actual voting trust. But it is CPRL that has injected the Board into this contest, and
CPRL has no right to circumscribe the scope of the inquiry, especially given the Board’s
formalization of the voting trust review process, addition of an express public interest component
to that decision and the new mandate to consider downstream effects as a factor in Class I
mergers. Further, the mere creation of a voting trust is likely to start NS and CP on a path to
combination that may not be reversible, and the possibility of approval or disapproval of the
transaction—including approval that will lead inexorably to other transactions involving Class I’s

(see the late 1990s rail industry and the 2008-2013 airline industry), or disapproval and a



languishing NS. Indeed, the mere prospect of a CP-NS merger might lead to other bids, an
inconsistent application, or other Class I consolidation attempts.

Accordingly, CPRL’s attempt circumscribe the scope of the Board’s decision is not only
presumptuous, it is misguided. And to the extent that CPRL thinks the issue should not be
addressed before it provides an actual voting trust plan, CPRL is the party that opened the
question; CPRL has the option to withdraw its petition, but as long as it seeks a ruling, the
downstream effects are necessary considerations.

As the representatives of NS employees— a) whose numbers will surely be reduced by
Mr. Harrison, and who will be asked for wage and rules concessions to finance the transaction
(especially if the magic dust does not produce the hoped-for results); b) who have been with the
railroad for decades, and plan to be there long after Mr. Harrison rides off into the sunset and Mr.
Ackman moves on to another financial host-BMWED, BRS and SMART/MD dispute the
assumptions on which the CPRL petition are premised. But, more specifically, the Unions submit
that the Board should reject CPRL’s petition for a declaratory order because its request for help
CPRL persuade reluctant NSC shareholders is improper; and the factual allegations and legal
arguments on which the petition is premised are fundamentally flawed.

II. FACTS
A. INITIATION OF THE CPRL TAKEOVER EFFORT AND NS’S RESPONSE

Citing NS’s recent increased operating ratio, and CP’s reduction of its own operating
ratio, CPRL approached NS management with a merger proposal. NS management found
CPRL’s offer uninviting (and it apparently was not awed by the mere prospect of Hunter
Harrison deigning to take the helm at NSR). CPRL then tried to sway NS’s shareholders with
offers of cash and the promise of increased share value in the future, providing what CPRL

described as a “sizable premium”. CPRL Petition at 3. NS management remained unpersuaded



and raised a number of concerns, including the questions of whether the Board would allow the
transaction to occur, what would happen to NS if the transaction proceeded and was not
ultimately approved, and whether the voting trust arrangement planned by CPRL would pass
muster with the Board. Id. at 3. With respect to the voting trust plan, NS requested and then
released a paper from former Board Members Mulvey and Nottingham that opined that it would
be highly unlikely that the Board would approve either a voting trust or an ultimate CP-NS
merger.

B. CPRL’s ANSWER TO NS

Not dissuaded by the reluctance of NS’s management, CPRL issued a response to the
Mulvey/Nottingham paper, engaged in a public relations campaign in support of its effort, and
increased the premium it was offering NS shareholders. As part of its public relations campaign
CP held a series of conference calls with financial and industry analysts.

In a December 8, 2015 call CPRL officials described the purported public and investor
benefits of the proposed merger. A transcript of the call is Exhibit 2 to this Reply Brief. CPRL
Executive Vice President and Chief Financial Officer Mark Erceg described the goal of CPRL as
creating “an integrated transcontinental railroad”, and discussed purported improvements such as
“work force optimization” (presumably a corporate euphemism for reducing the work force). Id
at 4. Mr. Harrison responded to a question about the plan for “$550 million in workforce
productivity” enhancements and how the work force reductions were handled at CP by stating
that change is difficult and sometimes resisted, but “headcount” had been reduced at CN by
“close to a third, and that’s just fact, I’'m not bragging, it is just fact”; and that “we sit down and

tell them [the workers] what we are going to do and why we are going to do it, they get it and



they will run for you. If they don’t then you have other issues”. Id at 36.! CPRL Special Counsel
to the CEO, Paul Guthrie, said that “Hunter Harrison going to NS as the CEO is greatly in the
public interest”. Id. at 5. Bill Ackman (a CP director and principal at CP’s largest shareholder)
described Hunter Harrison as “the greatest railroader of all time”, and made it clear that the move
of Mr. Harrison to NS was an inextricable part of the CPRL voting trust plan; that the voting
trust and embedding of Mr. Harrison (as well as some other CP executives to be named later)
with NS were “connected”. Id at 13, 33-34. Mr. Harrison was dismissive of public interest

concerns, and the Board itself, stating: “[w]hat’s in one public’s interest is not in another’s public

interest. So that’s just a way of, in my view, it is a way of removing the rules and let the
bureaucrats deal with it, which is dumb”. Id at 29.

In a December 16, 2015 call with analysts (a transcript is Exhibit 3 to this Reply Brief),
Mr. Erceg said that the value of NSC stock prior to the CPRL effort was $79 per share, that it
had increased to $91 per share after the CPRL bid, and that the latest CPRL offer (mixed cash,
shares and contingent rights) would be worth “between $125 and $140 per share versus their
undisturbed value of $79 or their current share price of approximately $91". /d. at 3. In other
words, CPRL would offer $45 to $60 per share over the NSC share price before the takeover
effort, about a 60%-75% premium. Mr. Ackman explained the premium as follows: “What is
presumed in these numbers is that Hunter is running the company. Hunter executes his plan, the
operational improvements are exercised; there are no merger synergies, just operational

improvements. You just— all you have done here is put in a new CEO, borrow some money, and

! See also March 25, 2013 Financial Post article -“CP Rail may cut as many as 6,000
Jobs”, quoting Mr. Harrison as saying “I kind of went through Canada maybe like Sherman went
through Atlanta....”; and January 21, 2016 Toronto Star article “Canadian Pacific to cut 1,000
Jjobs through attrition”, citing Mr. Harrison as stating that he had cut between 6,000 and 7,000
jobs and would cut 1,000 more. Copies of these articles are Exhibits 4 and 5 to this Reply Brief.



paid out cash to shareholders. And you also own, of course, CP, which is then run by Keith
Creel, and that executes its plan”. Id. at 6. Mr. Ackman again described Mr. Harrison as “the
greatest railroad executive of all time”, and again said that the premium would be covered by the
“management change transaction”, and that CPRL would be buying the railroad based on its
existing earnings, adding leverage to pay shareholders and adding cash from CPRL and putting
Mr Harrison in charge who will institute changes that will cover the costs. Id at 24. In short, the
acquisition premium is purportedly to be paid for by the operating genius that is Hunter Harrison,
debt, and the performance of Mr. Harrison’s disciple Mr. Creel and other members of the
Harrison team who would remain behind at CP.

Regarding the paper produced by former Board Members Mulvey and Nottingham, Mr.
Harrison described them as: “the two hired guns, who by the way aren’t very good marksmen
either way, who are typical people that have been inside the beltway too long”. Id. at 10.
Regarding the voting trust generally and the possibility of seeking a declaratory order from the
Board, Mr. Ackman stated that “The STB is not going to give you a pretend answer. When you
are in a position to apply for a trust, you apply for a trust. They evaluate it and give you an
answer”. Id. at 16. And Mr. Harrison stated that “we are willing to submit our application and
play by the rules and whatever they say we’ll deal with™. Id. at 20. However, two months later,
after CPRL was unable to persuade NS shareholders that the voting trust and executive
embedding plan would pass muster with the Board, CPRL filed its petition seeking a Board
opinion regarding a theoretical voting trust/executive replacement plan.

C. CPRL’s Proposed Voting Trust Arrangement

CPRL seeks a declaration from the STB on two issues: (1) whether a voting trust

structure pursuant to which CPRL would “hold[] its current rail carrier subsidiaries in an

independent, irrevocable voting trust while it acquires control of NS and seeks STB merger



authority potentially could be used to avoid the exercise of unlawful premature control;” and
(2) whether it would be “potentially permissible for the chief executive officer of CP [Hunter
Harrison,] to terminate his position at CP entities in trust and then to take the comparable
position at NS pending merger approval.” CPRL Petition at 2. CPRL also seeks clarification
from the STB on a related issue that, to the extent there are any legitimate premature control
concerns with this trust structure, such concerns could be adequately addressed through
“conditions related to executive compensation and conduct, together with the [STB’s] oversight
and enforcement authority.” CPRL Petition at 17-18.

In the Petition, CPRL also describes in more detail what it has previously referred to as
the Management Change Transaction. CPRL states that “the CP rail carriers held in trust would
continue to be led by CP’s current President and Chief Operating Officer, Keith Creel together
with many of the key managers that have overseen CP’s dramatic transformation since 2012.
This continuity provides stockholders comfort that CP will continue on its trajectory and
continue to be an industry leader in service, efficiency, asset utilization, cost control, and safety.”
CPRL Petition at 9. Previous public statements confirm that Mr. Creel will continue Mr.
Harrison’s strategy for CP, even after Mr. Harrison departs for NS pursuant to the CP Trust. For
example, on the December 16 Call, Mr. Ackman stated that Mr. Creel is “our designee CEO;
Hunter has only got a year and a half left on his contract anyway, so we are obviously preparing
for that business to be run without Hunter.”

Not only will Mr. Harrison’s strategy continue to be implemented at CP under Mr. Creel,
but it also will expand to NS during the pendency of the CP Trust. CPRL notes that the CP Trust
“would allow Mr. Harrison to apply the precision railroading model at NS with the expectation
of significantly increasing the likelihood that NS will be a more efficient and more valuable asset

regardless of the regulatory outcome.” CPRL Petition at 8-9. CPRL further states that “Mr.



Harrison can start the process of developing similar corporate cultures and operational practices
[between CP and NS] during the approval process.” CPRL Petition at 15. And as extensively
explained in the December 8 Call and the December 16 Call, upon arrival, Mr. Harrison will
begin to implement immediately at NS alleged “pre-merger operational improvements” related to
efficiency, asset utilization, service, fuel consumption, and competition. On the December 16
call, Mark Erceg, CP’s CFO, emphasized that these operational improvements “are not
contingent upon final STB approval.”

III. REVISED VOTING TRUST REGULATIONS

The 2001 revisions to the Board’s rules on major rail mergers created a heightened
standard for agency approval of voting trusts in major rail mergers. Under the new regulations
(at 1180.4(b)(4)(iv)), a proposed voting trust must be approved in advance by the STB, subject to
a formal public review and comment period. Under the new regulations, the STB will approve a
voting trust only if: (1) the voting trustee is independent; (2) the voting trust insulates the parties
from an illegal control violation; and (3) the voting trust is in the public interest.

When the STB revised its regulations in 2001 it cautioned that “voting trusts should not
be used routinely, but rather should be available only for those rare occasions when their use
would be beneficial.” Major Rail Consolidation Procedures, EP No. 582 (Sub-No. 1) at 36,
2001 WL 648944 *36. And in a January 7, 2016 letter from the STB to the House Judiciary
Committee, the Board advised the Committee that “there has been a change in the [STB’s] policy
with regard to voting trusts in major mergers” since 2001, and that it will “take a more cautious
approach” with respect to the use of voting trusts in major mergers. The trust proposed by CPRL
will be the first voting trust considered under the STB’s revised regulations. Moreover, it will be
structured in a manner that is the opposite of all former voting trusts. In those earlier cases, the

acquiring entity placed the acquired carrier in an independent voting trust while seeking Board or
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Commission approval of the acquisition. Here, CPRL proposes to acquire NS, fully exercise
control from day one while putting its current rail carrier, CP, in a voting trust, while CPRL’s
designated managers remain in charge of CP. As we show below, that type of arrangement is
contrary to law regardless of the merger procedures applicable to the transaction.

IV. STB REGULATION OF CONSOLIDATION AND CONTROL TRANSACTIONS
AND RELATIONSHIPS

Section 11323 governs transactions between carriers, and transactions by which non-
carrier entities that control carriers may acquire the property of another carrier or acquire control
of another carrier. Section 113232(a) provides that specified transactions may be carried-out only
with Board approval. Among those transactions are “consolidation or merger of the properties or
franchises of at least 2 rail carriers”(subsection (a)(1)); “acquisition of control of at least 2 rail
carriers by a person that is not a rail carrier” (subsection (a)(4); and “acquisition of control of a
rail carrier” by a “person that is not a rail carrier but that controls any number of carriers”
(subsection (2)(5). Section 11323(b) provides that “[a] person may carry out a transaction
referred to in Section (a)” or “participate in achieving control or management, including the
power to exercise control or management, in a common interest of more than one of those rail
carriers, regardless of how that result is achieved, only with the approval and authorization of the
Board under this subchapter”. Section 113232(b) further provides that certain transactions are
deemed “achievement of control or management”, including:

(1) A transaction by a rail carrier that has the effect of putting that rail carrier and person

affiliated with it, taken together, in control of another rail carrier.

(2) A transaction by a person affiliated with a rail carrier that has the effect of putting that

rail carrier and persons affiliated with it, taken together, in control of another rail carrier.

(3) A transaction by at least 2 persons acting together (one of whom is a rail carrier or is

affiliated with a rail carrier) that has the effect of putting those persons and rail carriers

and persons affiliated with any of them, or with any of those affiliated rail carriers, taken
together, in control of another rail carrier.

) 113

Section 11323 (c) defines a person as “affiliated with a rail carrier”, “if, because of the
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relationship between that person and a rail carrier, it is reasonable to believe that the affairs of
another rail carrier, control of which may be acquired by that person, will be managed in the
interest of the other rail carrier”. Section 10102(3) of the Act defines “control” as including
“actual control, legal control, and the power to exercise control, through or by (A) common
directors, officers, stockholders, a voting trust, or a holding or investment company, or (B) any
other means”.

In United States v. Marshall Transport Co., 322 U.S. 31, 36-40 (1943), the Supreme
Court said that former Section 5 (predecessor to current Section 11323) governed acquisitions of
control of rail carriers and the purchase of the property of rail carriers by companies that control
rail carriers, and specifically acquisitions of property of a rail carrier by a rail carrier controlled
by a holding company (322 U.S. 31, 37-40). The Court in Schwabacher v. United States, 334
U.S. 182 (1948), observed that ICC authority over rail carrier consolidation and control
transactions was a result of frustration with the piecemeal and disjointed nature of rail
transportation due to minimal or only local regulation prior to World War [; and that former
Section 5 was intended to “insure adequate transportation service by means of securing a fair
return on capital devoted to the service, restoration of impaired railroad credit, and regulation of
rates, security issues, consolidations and mergers in the interest of the public” to promote “an
efficient national transportation system”. Id at 191-192. The Court also noted that Congress has
made “the maintenance and development of an economical and efficient railroad system a
primary concern. Its legislation must be read with this purpose in mind”. /d. at 194. See also St
Joe Paper v. Atlantic Coast Line Railroad, 347 U.S. 298, 312 (1954) , quoting a Senate report
that stated that “Consolidations, mergers, and pooling of traffic have long been regarded as
dangerous, if not carefully regulated and supervised; Congress has long had those evils in mind

and sought to prevent excesses, while saving what is good in such transactions....” The 1980 and
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1996 amendments to the Act that reduced the role of the agency and deregulated certain practices
and actions left what is now Section 11323 virtually unchanged from its predecessor provisions
(former Sections 5 and 11343) first enacted in 1940.

The Supreme Court has also repeatedly held that the regulatory regime of what is now
Section 11323, cannot be evaded by use of holding companies or subsidiaries or other corporate
devices. The Marshall Transport Court held that a holding company cannot avoid obtaining
authorization for acquisition of a carrier’s property by use of a subsidiary (322 U.S. at 36, 40).
The Court observed that the ICA had adopted a very broad definition of control, “as embracing
every type of control in fact” based on the “actualities of intercorporate relationships”, including
“the power to exercise control or management”, and “actual as well as legal control”. Id at 38-39.
See also Allegheny Corp. v. Breswick & Co., 353 U.S. 151, 162-169 (1957))-holding that intra-
corporate transactions and transactions involving officers and directors with regard to an already
controlled entity that increased the control relationship required prior ICC approval- a transaction
that provides an increased voice in management or operation, or ability to accomplish financial
transactions or operational changes can be an acquisition of control.

In Gilbertville Trucking Co. v. United States, 371 U.S. 115, 123, 124 (1962) the Court
held that two carriers had been commonly controlled and were managed in a common interest by
virtue of family and management relationships. /d at 120-122. The Court stated that “Although
Congress had intended the Transportation Act of 1920 to provide complete supervision, the Act
proved inadequate to reach the holding company system”, and that Congress had amended
former Section 5 because transactions had been carried-out through “elaborate corporate

% ¢

devices” “without Commission supervision and in defiance of the will of Congress”; that Section
5 covered “not just corporate and legal devices but control effectuated in any other manner

whatsoever”; and that it “encompass[ed] every type of control in fact”. Id. at 124-125. The Court
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stated:
On its face, § 5(4) proscribes not just corporate and legal devices, but control effectuated

“in any other manner whatsoever.” Any doubt as to the scope of this phrase was

removed when Congress added the definition of “control” to § 1(3)(b) of the Act in the

Transportation Act of 1940, 54 Stat. 899-900. This section states that for purposes of § 5

and other sections, “control” “shall be construed to include actual control as well as legal

control, whether maintained or exercised through or by reason of the method of or
circumstances surrounding organization or operation . . . .” We have construed this
language to encompass every type of control in fact and have left to the agency charged
with enforcement the determination from the facts whether “control” exists, subject to
normal standards of review. In this manner, the Commission may adapt § 5(4) to the
actualities and current practices of the industry involved and apply it to the extent it feels
necessary to protect its jurisdiction under § 5(2) without having to return to Congress for
additional authority every time industry practices change.
Id at 223. The Court then rejected the contention that the “informal relationships” among the
individuals in the Gilbertville case were not enough to constitute control under the Act. /d. at
126. And in County of Marin v. United States, 356 U.S. 412, 416-419 (1958), the Court held that
Commission jurisdiction could not be manipulated by transactions between commonly controlled
entities designed to give the appearance of a transaction different from what was actually
occurring.

In accordance with this line of precedent the ICC held that an application by an
individual who controlled carriers to manage another carrier would involve control of a carrier
by a person that controlled carriers because “Control is frequently said to be synonymous with
manage”. John Colletti—Control—Comet Freight Lines, 38 M.C.C. 95, 97 (1942). And in East
Texas Motor Freight—Control—Consolidated, 109 M.C.C. 213 (1969), the Commission held
that a voting trust did not protect against an illegal control violation “because it is entirely
reasonable to believe that [the trustee] was influenced [by an applicant]” in selecting the officers
and a manager for the entity to be acquired while it was in trust. See also Fast Interstate Express

Inc. —Purchase (Portion)— Harper Truck Line, 127 M.C.C. 279 (1976), holding that acquisition

of a portion of a carrier by employees of a carrier and nephew of the owner of a carrier was an
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acquisition of control governed by former Section 5. The Commission stated that “[c]ontrol can
be accomplished by reason of the relationship of the carriers, their officers, directors, and
stockholders, business dealings with each other, or other circumstances bearing upon
intercorporate relationships”; that “[w]e cannot ignore the effect that an employer has on his
employee” notwithstanding disclaimers of intention to control because it is “ability to control”
that matters, and that a family relationship creates a “presumption that the carriers will be
controlled in a common interest”.

As is noted above, Section 11323 also requires Board approval of transactions that
involve acquisition of control of two (or more) carriers by an entity that is not carrier and does
not control carriers. Section 11323(a)(4). In Fox Valley & Western Ltd — Exemption,
Acquisition, and Operation—Certain Lines of Green Bay and Western R.R Co., Fox River Valley
R.R. Corp. And the Anhapee & Western Ry. Co., 9 ICC 2d 209, 218-219 (1992), the ICC—-
relying on the Marshall Transport explanation of “control”, Section 5's coverage of all forms of
control, and its application to holding companies— held that acquisition of the railroad assets of
two rail carriers by a newly formed non-carrier was governed by Section 11323(a)(4). The
Commission’s decision was affirmed by the Seventh Circuit in Fox Valley & Western v. LC.C.,
15 F. 3d 641 (7" Cir. 1994), also relying on Marshall Transport.

V. ARGUMENT

A. CPRL’s Petition Is an Improper Effort to Use the Board to Enhance its Position and it
Should Therefore Be Dismissed

The Unions respectfully submit that the CPRL petition should be denied because it is an
improper use of Board proceedings and an unseemly effort to enlist the Board in its effort to
persuade NSC shareholders that CPRL’s unprecedented plan will pass muster under Section
11323 and the revised merger procedures.

CPRL has already provided shareholders and the public with a paper asserting the
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lawfulness of its plan, has engaged in an extensive public relations effort to promote its scheme
and devoted multiple hours to conference calls in which Mr. Harrison, Special Counsel Guthrie,
other officers and Mr. Ackman himself attempted to persuade financial and industry analysts that
approval of its plan would be a slam-dunk. They dismissed concerns about agency approval of
the voting trust/executive replacement and executive retention plan as fanciful, disparaged the
integrity of former Board Members Mulvey and Nottingham, and they cited the opinion of their
counsel. December 16 conference call at 10-11, 14-15, 16, 19-20. None of that worked because
investors remained apprehensive about approval of an unprecedented plan especially in light of
the new merger and voting trust rules. Having failed on its own to persuade dubious investors,
CPRL is trying to invoke the Board’s aid under the guise of removing regulatory “uncertainty”
so the market can be unencumbered by so-called “ersatz regulatory concerns”. CPRL Petition at
2. In doing so, CPRL has referred to Supreme Court precedent stating generally that the
government does not take sides in stock fights. Id at 10-11. But these are specious arguments.
CPRL’s reliance on precedent stating that the government should not intervene in
corporate takeover fights is a red herring. The Board has taken no action that would tilt the scales
against CPRL because the agency has taken no action at all. All that has happened is that NSC
has cited the plainly applicable statutory provisions, regulations and merger rules, obtained and
published an assessment of two former Board Members that STB approval of the conceptual
voting trust and the proposed CP-NS merger is dubious at best. Conversely, CPRL has
attempted to allay concerns among NSR shareholders through its own pronouncements of
counsel and those of Messrs. Ackman and Harrison. There is no agency created impediment to
NSC shareholders making their own decisions because the agency has done nothing. The specter
of Board impairment of the market and partiality in a corporate takeover fight is merely a canard

purveyed by CPRL.
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Additionally, there is no more regulatory uncertainty about the CPRL plan than there is
about any new theory or model. When there is an effort to change existing law, push the
boundaries of existing law or apply existing law to new situations there is always a first case; the
Board does not issue advance rulings on every novel theory. While posturing itself as a free-
market advocate, CPRL has hypocritically asked for agency action to insulate itself and others
from the risk that its confidence in its novel scheme is misplaced.

There is also no distortion of the market as a result of the uncertainty as to the outcome of
agency review of the CPRL scheme. CPRL is engaged in a high stakes transaction in a highly
regulated industry; and the particular regulatory arrangement and requirement of prior Board
approval applicable here was expressly enacted and amended to respond to corporate
shenanigans and creative schemes to circumvent effective administrative review. With respect to
consolidations in particular, the overriding policies are those expressed in Section 11323. This
regulatory regime was adopted, and retained through two generally deregulatory amendments in
1976 and 1980 and survived the termination of the former Interstate Commerce Commission in
1996, in order to protect the integrity of the interstate rail system, shippers, rail workers and the
public generally from damage caused by speculative, imprudent and financially risky
transactions that would damage the financial soundness of essential transportation companies,
diminish the ability to make necessary investment in rail infrastructure, and hinder reliable and
effective rail transportation. CPRL is promoting an unprecedented scheme in support of the first
proposed transaction involving two Class I railroads after the Board announced that such
transactions would be subject to closer scrutiny and that voting trusts would be reviewed more
formally and with consideration of the public interest. In short, regulatory uncertainty comes
with the territory here, investor skittishness about the scheme is unsurprising, there is no reason

for the agency to intervene here to boost CPRL’s momentum, and it is indeed hypocritical for
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CPRL to ask the agency to do so in the name of “leveling the playing field”and supposedly
facilitating working of the market without agency intervention.

B. CPRL’s Voting Trust/NSR Executive Replacement and CP Executive Retention Plan
Will Not Insulate CPRL from a Violation of Section 11323(a)(5)

In the event the Board decides to rule on the CPRL petition, the petition should be denied

on the merits because CPRL’s acquisition of control of NSC without prior approval of the Board
would violate Section 11323, and the voting trust/NSR executive replacement and CP executive
retention plan will not eliminate that violation.
1. By Acquiring Control of NSC, CPRL Will Be Acquiring Control of an Additional
Carrier, and the Plan to Place CP in a Voting Trust While Moving Mr. Harrison and Other
CP Executives to NSR While the Remaining CP Executives Stay at Home Will Not Negate
CP’s Violation of the Act

The CPRL acquisition is exactly the type of transaction that Section 11323 was designed
to address. And this voting trust/NSR executive replacement and CP executive retention scheme
is the type of “elaborate corporate device” that Congress did not want to be used to evade agency
review of carrier control transactions. Indeed, Congress went to great lengths to deal with the use
of holding companies and subsidiaries and use of agents to evade regulation. The Act was
amended to apply to every type of control in fact, including through persons affiliated with a
carrier or person that controls a carrier. The Courts and the agency have said this regulation of
control was designed to be broad, and that “control” was defined as expansively as possible. As a
result, schemes that involve holding companies, subsidiaries, intra-corporate restructuring that
increases control, use of employees and use of relatives have all been held to be acquisitions of
control.

Here, CPRL plans to acquire control of NSC (and thus its carrier subsidiaries) by stock

ownership and put Mr. Harrison, the current CEO of CP, in charge of NSC (along with other

former CP managers), while retaining Keith Creel, Mr. Harrison’s longtime collaborator and
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designated successor as well as other current CP managers in charge of CP. That constitutes
control of two carriers by CPRL. CPRL does not dispute that it will control NSC and its carrier
subsidiaries by its planned acquisition of NSC stock and by making Mr. Harrison the CEO of
NSC; so it will have acquired control of NSC and its carrier subsidiaries without prior Board
approval. But it will also retain de facto control of CP by keeping CPRL designated managers in
charge of CP. As is established by Gilbertville Trucking, Colletti, and Fast Interstate Express,
putting employees (and relatives) of a person that control carriers is putting that person in control
of another carrier. CPRL would be putting its chosen manager in charge of NSC and would
retain at CP a chief executive and other managers who are career-long followers and proteges of
the executive CPRL would install at NSR. Since the Board is charged with addressing control
exercised in any form, including by common management, this aspect of the arrangement must
be recognized as involving acquisition of a second carrier by CPRL which already controls a
carrier. So when CP would file for STB approval of the proposed CP-NS Merger, CP already
would already have de facto common control over CP and NS in direct violation of the Act.

CPRL denies this because CP would be put in a trust, and CPRL states that “CP and NS
would continue to operate as separate and independent carriers during the voting trust.” CPRL
Petition at 22. But this misses the fundamental point that CPRL will have acquired control of
another carrier and placed its man in charge of that carrier while CPRL’s chosen executives
remain in charge of CP. Just because CP will be put in a trust, does not negate the fact that CP
will have acquired control of another carrier without prior approval by the Board.

2. Precedent Concerning Prior Voting Trusts Does Not Support A Declaratory Order In
Favor of CPRL

In support of its petition CPRL has relied on past voting trust arrangements. But those
arrangements are readily distinguishable from the CPRL plan.

The voting trusts relied on by CPRL were in transactions that preceded the new rules for
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mergers of Class I railroads which both heightened the standards for approval of Class I mergers
and created a formal review process for voting trusts which includes consideration of the public
interest.

Furthermore none of the prior voting trust cases involved putting the already controlled
entity in trust while the target entity was acquired; they all involved putting the target entity in
trust. That is significant because Section 11323 concerns acquisition of control of another carrier.
Putting the to-be-acquired carrier in trust means it never comes under effective control of the
acquiring entity, so actual control is not effectuated before Board approval, even if the financial
part of the acquisition is accomplished. Additionally, there is less change to the status quo when
the target is trusteed because only ownership of stock has changed and it cannot be used to
institute changes at the target carrier. Also, if the transaction is not approved, the target carrier
can exit the trust and move on. By contrast, a reverse voting trust which puts the already
controlled entity in trust means that the applicant actually acquires control of another carrier
without Board approval; and there is a major change in the status quo because the target is
immediately controlled by the applicant. Putting the already controlled carrier in trust merely
temporarily isolates it from its parent corporation. And when the applicant-appointed managers
remain in place, the trust is more form than substance. Additionally, under the reverse voting
trust there is a major change in the status quo as to the target carrier; and if the transaction is not
approved it is much harder to restore the status quo ante. Ownership and control of two carriers
is affected in a reverse voting trust, whereas only one carrier is affected by the normal voting
trust; and changes would have been made at the target carrier that might not be reversible, or
easily reversed. And in that situation, the result would not merely be dissolution of the trust but
also either a sale of the already acquired target or a sale of the trusteed formerly controlled

carrier—in either event probably on disadvantageous terms since the sale would be involuntary
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and timed to comply with a Board order as opposed to when optimum value would be received.

The plan espoused by CPRL also differs from prior voting trusts in that an essential part
of the plan involves CPRL putting its chosen managers in charge of the target carrier while the
trusteed carrier continues to be run by its pre-transaction managers who were proteges of the
manager who would be put in charge of the target. CPRL has cited no prior voting trust where
the acquiring entity’s manager was put in charge of the target. CPRL has cited a case where the
acquiring entity put a manager from the target in charge of the already controlled carrier—but that
did not involve any action to assume control or management of the target carrier. As the
Supreme Court held in Gilbertville Trucking, and as the ICC held in Colletti and Fast Interstate,
management of a carrier by executives controlled by a carrier or by an entity that controls carrier
through employment or by familial relationship is control under the Act.

CPRL rejects any concern about its plan to designate the executives of both carriers
claiming that the trust will keep them separate and the two carriers will be separately managed.
But CPRL’s characterizations of the planned arrangement belie the facile assertion that the two
carriers would not actually be commonly controlled because of the voting trust. On the
December 16 call with analysts, Mr. Ackman tried to persuade them that both railroads would
suffer no harm, and NSR would improve because “Hunter would become CEO of NS, Keith
would run CP, and we’d follow the path as I described before.” And in a February 4, 2016
interview with Trains Magazine, Mr. Harrison said that the plan depends on CP “hav[ing] the
players, which includes me, to run both organizations.” CPRL has also said that Mr. Creel will
continue to manage CP strictly in accordance with its current business philosophy. CPRL

Petition at 9 (describing how CP will continue on its current trajectory). And in an August 2014

profile of Mr. Creel in Progressive Railroading, Mr. Creel was described as serving as Mr.

“Harrison’s right-hand man at CP in trying to instill reliable operational performance, forge an
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operating-focused management team, and engage employees in performing tasks more
consistently.” Meanwhile, Mr. Harrison will personally implement that same business
philosophy at NS through “precision railroading” and the “pre-merger operational
improvements” —alleged operational improvements which CP’s current management team
(including Mr. Harrison and Mr. Creel) developed as part of CP’s strategic plan for the proposed
CP-NS Merger. See also Verified Statement of E. Hunter Harrison at 3 -- “I have successfully
implemented [the precision railroading model] at IC, CN, and CP, and propose to employ [it] at
NS”. But NSR had no plans to adopt the precision railroading model, and there is no indication
that it would do so in the absence of a CPRL takeover. And CPRL affirmatively states that
“similar corporate cultures and operational practices” will be developed across CP and NS
during the pendency of the CP Trust. CPRL Petition at 15. Thus, CPRL would be dictating the
management and operation of both CP and NS during the pendency of the CP Trust.2 So, even if
putting CP in a trust might in the abstract insulate CPRL from a violation of the Act, the full plan
outlined by CPRL would not prevent an unlawful acquisition of control of NSC even if the
voting trust might otherwise be effective.

Moreover, CPRL has cited no prior case that remotely fits its plan here- where the
already controlled carrier is put in trust, and the target is acquired, and the acquiring entity puts

its managers in charge of the target, and the acquiring entity’s managers remain in charge of the

2 The coordination of management of two carriers when one was in a voting trust was
found to be improper in the proposed SFSP merger. In that case, the two holding companies were
merged and one of the carriers was put in a voting trust. The ICC required that the voting trust
be “independent” and that no communication, other than that needed to proceed with the control
application occur between ATSF and the trusteed SP. However, a subsequent investigation
revealed a number of violations of that requirement; that efforts were made to coordinate the
management, planning and cultures of the two railroads. Here, CP’s premise is that the CP and
the NSC carriers will operate symbiotically because management will essentially be in synch in
thought and deed- that would only occur through CPRL’s acquisition of control of NSC with its
designated manager implementing the CP way at NSR.
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trusteed previously controlled carrier. While CPRL’s Petition has cited various prior voting trust
cases, and while it publicly cited 144 prior voting trusts that were allowed, there are no prior
cases where an arrangement like the one described by CPRL was allowed. CPRL’s argument is
essentially that voting trusts where the target is trusteed have been allowed, a voting trust where
a manager was moved from the target to the previously controlled carrier was allowed, and the
STB does not normally regulate appointments of managers, so that means that a scheme where
the target is actually acquired and the previously controlled carrier is trusteed with the acquiring
entity replacing the management of the target and the existing management remains at the
trusteed carrier must also be permissible.

But it is readily apparent that CPRL’s plan is nothing like any prior authorized voting
trust arrangement, and its argument is a house of cards. Not only are the prior cases factually
distinguishable, the factual differences are material because in the instant case, the acquiring
entity would actually be acquiring control of the target without Board approval. Additionally,
CPRL has ignored the cumulative effect of the differences. The Unions submit that a stand-alone
acquisition of the target and reverse trust without replacement of the management at the target
would not be permissible under the Act and prior precedent, that replacement of the management
at the target without a reverse trust would not be permissible under the Act and prior precedent,
but an acquisition of the target with replacement of the management with a reverse trust while
the current management of the trusteed previously controlled carrier is retained is patently
violative of the Act. And CPRL has been clear that both aspects of its plan are “connected” and
interdependent. It is simply specious for CPRL to contend that because some individual aspects
of its plan were allowed before in isolation, that somehow means that they are permissible when
done together.

The only trust arrangement previously presented to the agency that resembles the CPRL
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plan is the trust proposed for the 1994 proposed acquisition by Illinois Central Railroad Co.
(“ICRR”) of Kansas City Southern Railway (“KCS”), where the holding company (“IC Corp.”)
intended to place its ownership of ICRR in trust; IC Corp. would acquire control of KCS; and
members of IC Corp.’s and ICRR’s management team would resign and assume equivalent
positions with KCS, pending merger approval. Because of the “uniqueness of [the proposed IC-
KCS Trust] and the important issues surrounding it,” the ICC initiated a formal review process
and solicited public comment, even though neither step was required under then-existing
regulations. lllinois Central— Common Control-Illinois Central Railroad Co. and the Kansas
City Southern Ry. Co., F.D. No. 32566 (October 21, 1994) at 4. The Unions, as part of the
“Allied Rail Unions”, opposed the proposed arrangement. Exhibit 6 to this Reply Brief.
Although IC and KCS abandoned the transaction before a formal decision was issued, the ICC’s
order seeking public comment expressed serious concerns about the legality of the IC-KCS
Trust. After noting that an independent trustee would have a fiduciary duty to protect ICRR
which would include “maintaining the present competitive posture of the two carriers (wherever
they compete)”, the Commission observed that:
On the other hand, this tendency to continue to maintain present operations also suggests
that there may be continued control of ICRR by IC Corp. notwithstanding the creation of
the voting trust. ICRR has been under the control of IC Corp., and the managers of the
railroad presumably know and understand IC Corp. management. Tuned into IC Corp.’s
business philosophy and plans, ICRR’s management could anticipate IC Corp.’s desires.
The trustee may be unable to alter this force of habit. The railroad’s management might
act, not in the interest of ICRR, but in the interest of the carrier’s past and potentially
future corporate parent, IC Corp. Thus it is conceivable that IC Corp. may continue its
control of ICRR during the trust period. We seek comments as to the impact of this
relationship on the “control” issue.
Id. at 5. Thus, the only prior actual or proposed trust that looked anything like the CPRL plan
was never approved and it raised red flags for the ICC; and that was before the new merger

regulations.

None of the other decisions cited by CPRL supports its position. CPRL cited Water
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Transport Ass’n. v. LC.C., 715 F. 2d 581 (D.C. Cir. 1983), after asserting that the ICC allowed
voting trusts in “hundreds of transactions”. CPRL Petition at 7. Not only does that decision fail
to support the assertion that voting trusts were allowed in hundreds of transactions, the trust in
that case was distinguishable from CPRL’s plan, and the rationale for permitting the trusts
described by the court does not fit this plan. In Water Transport, the acquiring entity put the
target carrier in trust, not the carriers it already controlled; and the applicant did not divide the
management of a previously controlled carrier between that carrier and the target carrier. And the
court explained the policy basis for the exception to the statutory exception to acquisition of
another carrier without prior approval as a response to the long delays involved in ICC approvals
of mergers and the need to execute the financial part of the transaction quickly, so the ICC
allowed acquisitions without prior approval when the target carriers were put in trust such that
the acquiring entity “does not ‘control’ the acquired carrier”. Id at 108. That is not the situation
here where the acquiring entity would fully control NSC and the acquiring entity would put its
man in charge of NSR.

CPRL also cited B.F. Goodrich Co. v. Northwest Industries, 303 F. Supp. 53 (D. DE
1969) (Petition at 14), but that case too involved putting the target carrier, not the previously
owned carrier, in trust (and did not involve replacement of executives at the target) and was not a
decision on the merits, but a denial of a preliminary injunction on the basis that the ICC had
primary jurisdiction of the matter in dispute. CPRL also cited Canadian National Ry. —Control—
Illinois Central Group, F.D. 33556, Decision No. 6 because Mr. Harrison was moved from the
target carrier to the carrier controlled by the acquiring entity during the trust, he made
operational changes and no control violation was found. CPRL Petition at 15). But, again, in that

situation the target carrier was placed in trust, not the previously controlled carrier; and the
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question was not whether there had been unlawful control of the to-be-acquired carrier.> CPRL
quoted a passage from Reliance Group Holdings, Inc., 366 1CC, 446 452 (1982) which CPRL
implies supports the CPRL plan because the ICC said that either of two carriers could be put in a
voting trust to prevent a violation of the Act. CPRL Petition at 16-17. But, that case involved
acquisition of control of two carriers by a non-carrier that did not control any carriers, so both
carriers were target carriers, acquisition of control one of them would not have acquired ICC
approval and it was therefore up to the acquiring entity to decide which of the two target carriers
to put in trust. That decision does not support the proposition that an entity that controls a carrier
can avoid a violation when acquiring an additional carrier by putting the already controlled
carrier in trust.

Bizarrely, the other decision cited by CPRL is the SFSP transaction-- which is odd
because that transaction exemplified what can go wrong with a voting trust, the target carrier was
irrevocably weakened by the trust and the terms of the trust approved by the Commission were
violated to the detriment of the acquired carrier. Thus, none of the decisions cited by CPRL
supports its position.

Because implementation of the arrangement planned by CPRL without prior approval of

the Board is contrary to the language of the Act and governing precedent, and because none of

3 CPRL asserts that putting Mr. Harrison in charge of NSR is consistent with the new
merger rules because he could “start the process of developing similar corporate cultures and
operational practices during the approval process, thus reducing the risk of transitional problems
if the merger is approved and the two companies are ultimately combined”. CPRL Petition at 15.
This is entirely speculative and depends on the Hunter Harrison magic dust. But it also
demonstrates the problems with the CPRL plan. Mr. Harrison will not only assume control of
NSR he will begin to implement changes actually implementing the control obtained by CPRL
without Board approval. And the changes will involve harmonizing NSR with the operating
culture and practices of CP which remain the culture and practices developed under Mr.
Harrison’s but implemented by his protégé Mr. Creel — illustrating common control of the two
carriers by affiliated managements.
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the authorities cited by CPRL support its position, if the Board does rule on the request for a
declaratory order, the Unions respectfully submit that the petition should be denied.

C. EVEN IF PLACING CP IN A VOTING TRUST COULD SHIELD CPRL FROM A
VIOLATION OF SECTION 11323(A)(5), ITS ACQUISITION OF CONTROL OF NSC
WOULD STILL VIOLATE SECTION 11323(A)(4)

As is explained above, Section 11323(a)(5) prohibits a non-carrier from acquiring control
of two or more carriers without prior approval by the Board. CPRL is attempting
(unsuccessfully) to avoid a violation of Section 11323(a) (5) by simultaneously controlling CP
and NSC and therefore NSR. But NSC also has ownership interests in other carriers and it
effectively controls at least two carriers in addition to NSR: the Norfolk and Portsmouth Belt
Railroad and Conrail Shared Assets Area. NSC also has significant ownership interests in other
separate terminal and switching carriers. See also Norfolk Southern Corp. Combined Railroad
Subsidiaries Class I Annual Report (R-1) at 26. According to the Norfolk and Portsmouth
website (Exhibit 7 to this Reply Brief), NSC has 57% of the equity of the Norfolk and
Portsmouth; the remainder is held by CSXT. In E.I. DuPont De Nemours and Co. v. Norfolk
Southern Ry. Co., Docket NOR 42125 (March 14, 2014), the Board found that NSC has a 58%
ownership interest in Conrail Shared Assets Area, a 29.58% ownership interest in the Indiana
Harbor Belt Ry., a 25% ownership interest in the Belt Ry. of Chicago and a 14.29% ownership
interest in the Terminal Railroad of St Louis. The Board held that it would not require DuPont to
account for construction costs of Conrail SAA and the IHB because “these partially owned
subsidiaries are subsidiaries of NSC and not of NS... NSC elected to set up its ownership
interests in SAA and IHB as separate legal entities from its railroad subsidiaries....”.
Additionally, in its 2014 Annual Report NSC stated that “Through a limited liability company,

we and CSX Corp. (“CSX”) jointly own Conrail, Inc. (“Conrail”) whose primary subsidiary is

Consolidated Rail Corporation (“CRC”). We have a 58% economic interest and a 50% voting
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rights in the jointly owned entity, and CSX has the remainder of the economic and voting
interests”. Exhibit 8 to this Reply Brief. NSC clearly has control of Norfolk and Portsmouth by
ownership of a majority of the equity and NSC effectively controls Conrail through its majority
ownership and 50% voting rights-since NSC can effectively veto any decision or action by
Conrail, NSC has effective control of Conrail. And as noted in Dupont, supra., NSC also has
ownership stakes in other terminal and switching carriers; since it does not have a majority of the
equity of those other carriers NSC may or may not control them; but it does control Norfolk and
Portsmouth and Conrail.

Section 11323(a)(4) provides that the “Acquisition of control of at least 2 rail carriers by

% ¢

a person that is not a rail carrier” “may be carried out only with the approval and authorization of
the Board. As is noted above, in Fox Valley & Western Ltd., supra., the ICC held that the
acquisition of the railroad lines of the Green Bay Green Bay and Western R.R Co., Fox River
Valley R.R. Corp. and the Anhapee & Western Ry. Co. by Fox Valley Western Ltd. was
acquisition of control of two carriers by a non-carrier and therefore could be accomplished only
by prior ICC approval under Section 11323(a)(4). 9 ICC 2d at 216. The ICC said that “[w]hile
§11323(a)(4) is normally acquisition of control of carriers by stock ownership or lease, the term
‘control’ is broadly defined in [former] §10102(7) as embracing ‘actual control, legal control and
the power to exercise control, through or by (A) common directors, officer, stockholders, a
voting trust or a holding or investment company, or (B) by any other means’”; that Marshall
Transport had in turn defined “control” in this context very expansively; and that Fox Valley
would effectively acquire control of two carriers by acquiring all the railroad assets of FRVR and
GB&W. The Commission’s decision was affirmed by the Seventh Circuit in Fox Valley &

Western, supra. 15 F. 3d 641. See also CSXCorp. And CSX Transp., Inc., Norfolk Southern

Corp. And Norfolk Southern Ry. Co.— Control and Operating Leases/Agreements— Conrail, Inc.

28



And Consolidated Rail Corp., 3 STB 196 (1998), 1998 WL 456510- approving “(d) the
continued control by CSX, NS, and CRR of NYC and PRR, subsequent to the transfer of CRC
assets to NYC and PRR, and the common control by CSXC, CSXT, NSC, NSR, CRR, and CRC
of NYC and PRR, and the carriers each of them controls” because Consolidated Rail
Corp.(CRC) would divide its assets among the newly formed NYC and PRR, with other assets
retained by CRC, and “CRC, NYC, and PRR will not be part of a “single system” of rail carriers,
and therefore authorization to control CRC will not in and of itself imply authorization to control
NYC and PRR; and, although CSX will exercise day-to-day control of NYC and NS will
exercise day-to-day control of PRR, the fact that certain major actions concerning NYC and PRR
will remain under the control of CRC will result in an ongoing common control relationship
involving CSXC, NSC, and CRR, and the subsidiaries of each.” 1998 WL 456510 at *8, 19 114.
Thus, by acquisition of control of NSC, CPRL would acquire control of at least two carriers,

which it could only accomplish after Board approval under Section 11323(a)(4).

Accordingly, even if CPRL’s voting trust scheme could insulate it from a violation of
Section 11323(a)(5), its acquisition of control of NSC without prior Board approval would

violate Section 11323(a)(4).*

* While the Unions submit that Section 11323(a)(4) is clearly applicable to a CPRL
acquisition of NSC, even if it was not, CPRL still could not acquire control of the NSC carriers
without authorization from the Board. Section 10901(a)(4) provides that “A person...in the case
of a person other than a rail carrier acquire a railroad line or acquire or operate an extended or
additional railroad line” “only if the Board issues a certificate authorizing such activity. Simply
put, no one, whether carrier or non-carrier, may control, acquire or operate a piece of the
interstate rail system without Board authorization. Indeed, non-carriers that seek to acquire just
several miles of rail line must seek Board authorization for the acquisition. E.g. Rochester and
Southern Railroad, Inc. And Genesee and Wyoming Industries, Inc. Exemption from 49 U.S.C.
$1090, 11301 and 11343, F.D. 30779 (July 15, 1986); Pacific Sun RR LLC—Lease and
Operation—BNSF Ry. Co., FD 35173 (May 27, 29009)-concerning a lease of 21.5 miles of rail
line. It would be plainly contrary to the language of the Act, and patently illogical that a non-
carrier could acquire control of a Class I carrier without some form of Board approval. Since
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D. PUBLIC INTEREST CONSIDERATIONS MILITATE AGAINST ISSUANCE OF AN
ORDER APPROVING THE CPRL PLAN IN CONCEPT

The Board’s revised rules for mergers of Class I railroads made the public interest a
consideration in rulings on voting trusts. The agency’s main concern in doing so was the risk of
serious financial harm to the carriers, and associated risks for shippers and for railroad workers,
from divestiture in the event the STB ultimately denied the proposed merger or the carriers
abandoned the proposed merger. CPRL has argued that the Board should not consider the public
interest in ruling on CPRL’s voting trust plan, saying that it would be “premature” to do so.
CPRL Petition at 12. But CPRL had no obligation to seek a declaratory ruling on its voting trust
plan, but it chose to do so in order to gain advantage or minimize a disadvantage in its pitch to
NSC shareholders. Having voluntarily sought a ruling on its voting trust plan, CPRL cannot
dictate the scope of proceedings on its petition, or seriously contend that the Board should ignore
one of the principal new components of its revised rules regarding mergers of Class I railroads.
Furthermore, after arguing that the Board should not consider the public interest in ruling on the
CPRL Petition, CPRL later asserted that its plan would be consistent with the public interest
because there would be no risk of serious financial harm to CP or NSR, and NSR would be
strengthened by Mr. Harrison’s leadership. /d at 14-15. So CPRL is in no position to argue that
opponents of its plan should not present public interest arguments and that the Board should not

consider such arguments.

Consideration of the public interest is especially important with regard to this reverse

voting trust/management replacement/management retention plan because CPRL would be in a

here CPRL would acquire control of multiple carriers, approval under Section 11323(a)(4) is
required; but if just one carrier was involved, approval under Section 10901 would at least be
necessary for CPRL to acquire control of the one carrier (and Section 11323 would then apply to
a next step merger).
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position to immediately implement changes at the target carrier that would not be possible when
there is a conventional voting trust. Indeed, Mr. Harrison has made it quite clear that he would
install his so-called “precision railroading” model from CP at NSR. Because the CPRL plan
involves its assumption of control of NSC and dramatic changes by Mr. Harrison, it may be
impossible or extremely difficult to undo what Mr. Harrison has done which might persuade
certain participants in a merger proceeding to support a merger they would not otherwise have
supported, and it might as a practical matter influence the Board’s decision on an ultimate
merger in a way that would not have occurred with a conventional voting trust. The Board may
be presented with a fait accompli or a situation where allowing the merger to proceed would be
the least bad alternative, when the best alternative of no merger would no longer be possible. So
if the Board is going to address CPRL’s Petition on the merits, it should consider the public

interest. And public interest considerations militate against CP’s plan.

The Board should consider the effect the voting trust will have on the employees of the
NSC carriers and CP because Section 11324(b)(4) requires the STB to consider “the interest of
rail carrier employees affected by the proposed transaction” involving the merger or control of at
least two Class I carriers; and because, in any decision, the Board must consider the national rail
transportation policy supporting fair wages and safe and adequate working conditions for
railroad workers. 49 U.S.C. §10101(11). Since Mr. Harrison has announced that he would
implement his “precision railroading” concept at NSR, there will clearly be changes in
operations and management of the railroad and NSR employees will necessarily be adversely
affected by those changes. Under Mr. Harrison’s regime, the workforce of CP was cut by
approximately 30% (he analogized his own actions at CP to the way General Sherman went
through Atlanta). Will Mr. Harrison take a similar axe to the NSR workforce? In a conventional

voting trust nothing like that could happen until after approval of the transaction. But with a
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reverse voting trust he could immediately implement the types of changes he implemented at CP;
and CPRL’s major pitch in support of the reverse voting trust is that Mr. Harrison would change
NSR as he did CP. While New York Dock employee protections are applicable once a merger is
approved and should be applicable to actions taken in anticipation of a merger, CP has made no
commitment in that regard. Furthermore, it is unclear what would happen if an ultimate merger
application is denied. If CPRL were to remain in control of NSC with Mr. Harrison at the helm,
there would be multiple changes to NSR as a result of the voting trust/executive embedding plan;
but without an approved transaction it is not clear whether employee protections would apply. In
the SFSP case, the ICC recognized that employees had been adversely affected by actions taken
by the parties to the failed merger during the pendency of the voting trust; but it held that it
lacked authority to impose protections conditions for such employees, because the Commission
had not approved the merger. Railway Labor Executives Ass’nv. 1.C.C., 958 F.2d 252 (9th Cir.
1992). Accordingly, the CPRL plan is adverse to the interests of rail workers that are to be

considered under Section 11324(b)(4) and Section 10102(11).

Employees of both NSC railroads and CP will also be adversely affected by the
acquisition premium offered by CPRL. According to CPRL, its last offer to NSC shareholders
was worth about $45-$60 per share over the $79 NSC share price prior to the CPRL effort. This
premium will have to be paid somehow. Experience with the CSX/NSC acquisition of Conrail
was that the acquisition premium resulting from the bidding war between CSX and NSC led to
demands for more concessions from labor. But it will also leave the railroad with more debt and
less capital to invest in the railroad to the detriment of employees (as well as shippers and the
public generally). Mr. Ackman blithely assured analysts that the premium would be covered by
some debt, cash from CPRL and the railroading voodoo of Mr. Harrison. But what if the voodoo

does not make up for the 60% acquisition premium? Not only will that lead to much more debt,
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more layoffs and demands for concessions from labor, it will mean NSR and CP will have less
ability to invest in and properly maintain the railroads. Mr. Ackman and Pershing Square will
benefit in the short run because completing the transaction will help CPRL, and control of NSR
will allow CPRL to funnel earnings to CPRL and Pershing Square. But Mr. Ackman and
Pershing Square will be able to move on, while the railroad is saddled with debt; and shippers
and the States in which NSR operates and career employees will be stuck with a weakened
railroad that will have less capital and fewer employees to maintain and improve the railroad.
Such an outcome is contrary to the transportation policies of as promoting safe and efficient
transportation, ensuring development of a sound transportation system, operation without
detriment to public health and safety, and encouragement of fair wages and safe and suitable

working conditions. 49 U.S.C. §10101(3), (4), (8), (11).

The Unions further submit that the Board should consider the consequences of a merger
for the future of the industry as a matter of public interest. Just as the BN-SF merger led to the
UP-SP merger which led to the CSX/NS acquisition of Conrail (and the Delta-Northwest merger
led to the United-Continental merger which led to the American-US Airways merger in the
airline industry), a CP-NS merger will surely lead to other transcontinental mergers (Mr. Erceg
described CPRL’s plan as creating an integrated transcontinental railroad, Unions Ex. 2 at 4).
And, given the limited number of Class I carriers, the result would be a final consolidation of the
Class I railroads and a dramatic change in the operational and competitive environment for
railroading in the United States. That the next merger of Class I’s would lead to a final
consolidation was a principal reason for the Board’s revision of its rules governing Class I

mergers in 2001.

Experience in prior mergers demonstrates that when the full round of mergers is
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completed, there necessarily will be significantly fewer jobs for railroad workers and cross-
country systems will lead to even larger seniority districts forcing relocations and constant travel
away from home. So the Board should consider the impact of this transaction not only on NSC
carrier employees and CP employees, but on all railroad employees in the United States. The
Board should recognize that even if employee protections are imposed, they will not ameliorate
all of the impacts on employees; they will not wholly substitute for long term continued
employment for those whose jobs are lost; and they will definitely not make up for the
disappearance of high quality jobs with good compensation and benefits. Shippers and the public
at large also have reason to be concerned about this transaction being the tipping point that leads
to a final consolidation of the industry. The Board should not unwittingly set itself on a path
toward final consideration of the industry without considering the public interest just because

CPRL has sought approval of a hypothetical voting trust.

Experience with prior mergers also raises a public interest concern that militates against
the CPRL plan. The major mergers in the 1990s resulted in major service disruptions. The
applicants in each successive transaction claimed to have learned from the experience of the
prior mergers and represented that such problems would be avoided in their merger. But there
were major service disruptions in each of the follow-on transactions despite the assurances of
lessons learned. Accordingly, there is no reason to credit CPRL’s assertions that there would be

no or minimal service disruptions adverse to the pubic after a CP-NS merger.’

> CPRL’s attempted answer to these concerns is that an NSR run by Mr. Harrison would
adopt his model of railroading which would also be continued at CP- so the plan to minimize
service disruptions is predicated on coordination between the cultures and practices of the two
carriers notwithstanding the voting trust. So the purported answer to the concern about potential
service disruptions only illustrates the ineffectiveness of the CPRL voting trust/executive
replacement and executive retention plan as a way to prevent an unauthorized control violation.
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Finally, CPRL has alluded to certain tax advantages of the proposed transaction. See
transcript of December 8 Conference call (Unions” Ex. 2) at 10-11 —remarks of Bill Ackman of
Pershing Square Capital; and December 16 conference call (Unions’ Ex. 3) at 3,5--remarks of

CPRL CFO Mark Erceg. Mr. Ackman referred to annual tax savings of $200 million per year,

and said the “tax synergies obviously you get immediately”. Mr. Erceg said “we see an
opportunity for meaningful tax efficiencies, which we belief will result in an effective tax rate
below 30% for the combined entity”. Little more was said about the purported tax advantages
alluded to by Mr. Ackman and Mr. Erceg, but the Unions note that one element of the proposed
transaction involves cash from CPRL to NSC and debt assumed by NSC that was not described.
Perhaps the cited tax advantage is a tax inversion with assumption of debt by NSC and stripping
of earnings from NSC to benefit the Canadian CPRL. Indeed, one of Pershing Square Capital’s
other big deals was the merger of the California based Valeant Pharmaceutical merger with the
Canadian Biovail Corp. which reduced Valeant’s tax rate to less than 5%. Valeant-Salix Deals

Shows Why Inverted Companies Will Keep Winning, Wall Street Journal March 23, 2015.% To

the extent that the transaction is premised on a “tax inversion” by the NSC carriers becoming
controlled by a Canadian corporation, which results in an NSC saddled with debt, earnings
stripping and reduction in taxes to the Federal government as a result of this sleight of hand, the
transaction is plainly contrary to the public interest. The new Treasury Department Regulations
on tax inversions. 26 C.F.R. §§ 1.7701(1)-4T, 1.7874-11T et seq.; Inversions and Related

Transactions, 81 Fed. Reg. 20588 (Apr. 08, 2016).

6 Of course a year after that article was written, Valeant and Pershing Capital are no
longer winning. Valeant’s stock fell from $161 per share in February of 2015 to $34 per share in
April of 2016; and Pershing Square has suffered a 24% loss in value this year after a 20% decline
last year when Valeant’s stock started to drop. Bill Ackman Vows to Recoup Valeant Losses,
USA Today, April 7,2016.The Board should consider this experience as a caution when Mr.
Ackman and Mr. Harrison claim that they will pay the acquisition premium with Hunter
Harrison magic dust, debt and cash from CPRL in acquiring an essential Class I railroad.
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Thus, the various public interest considerations applicable here militate against granting
CPRL the declaration it seeks. And while CPRL has asked the Board to ignore all of these
considerations and defer them to consideration of an actual application, the Board should reject
that self-serving argument and recognize that a voting trust arrangement, particularly this voting
trust arrangement is likely to lead to changes that may well make a merger a fait accompli,

rendering the public interest moot by the time there is an actual transaction.
V1. CONCLUSION

For all of the foregoing reasons, the Unions respectfully submit that CPRL’s petition for

a declaratory order should be denied.

Respectfully submitted,
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Bill Ackman Bets Again on Valeant, Taking a
Seat on the Board

Andrew Ross Sorkin

DEALBOOK MARCH 21, 2016

After reaping the best returns of any hedge fund manager in 2014, Bill Ackman appeared on the
cover of Bloomberg Markets magazine, grinning, with the headline, “How Do You Like Bill
Ackman Now?”

Well, these days, about 47 percent less.

That is the amount Mr. Ackman’s funds are down from their highs as he miscalculated, several
times over, his investment in Valeant Pharmaceuticals, which has turned into an unmitigated
disaster.

On Monday, Valeant said it would restate its earnings, asked a former chief financial officer to
resign from the board over “improper conduct” and pushed its chief executive, J. Michael
Pearson, to step down. And Mr. Ackman, who made his name — and billions — spotting
financial fraud but missed any signs of chicanery at Valeant, joined the board, hoping to salvage
his investment, which had fallen 86 percent in the last year.

With the hedge fund “It Boy” dethroned, the schadenfreude on Wall Street is thick.

Mr. Ackman has earned his reputation as an elite investor by making big, concentrated bets. He
has had huge wins, like a 77-fold return in the mall owner General Growth Properties and
successful activist campaigns like a recent one in Canadian Pacific railroad. But he has also
become a lightning rod over failed investments like those in the retailer J. C. Penney and his long
fight, thus far unsuccessful, to bring down the supplements maker Herbalife.

Now, deep in the red, Mr. Ackman will have to generate returns between 50 percent and about
70 percent in his various funds to earn a performance fee, typically 20 percent of the profits that
account for most of a hedge fund manager’s compensation. This will take a near miracle — or a
very long time. The preternaturally optimistic Mr. Ackman thinks that he can save Valeant and
that he will recover.

But here’s the conundrum: Mr. Ackman’s pain is not just his own.

The damage wrought by Mr. Ackman’s wrong-way bet has had a cascade effect across Wall
Street, not just for those who followed Mr. Ackman into Valeant, but everyone who threw their



lot in with his fund, Pershing Square Capital Management. Mr. Ackman is causing agita across
the globe.

There is Deutsche Bank’s London office, which helped underwrite a public offering for Mr.
Ackman’s funds in 2014. Pershing’s fund opened at $25 a share; it now trades at $13.18.

Then there is UBS, which also led Mr. Ackman’s offerings. One of Mr. Ackman’s friends is
Mark Axelowitz, a managing director of UBS Private Wealth, which hosts an annual charity
event with Mr. Ackman. Mr. Axelowitz and the firm put some of their clients into Pershing.

Those two banks, by the way, received about $100 million in fees for their work on the Pershing
initial public offering.

At the time of the [.P.O., the famous Rothschild Bank and its wealth management unit bought
$274 million worth of Pershing stock on behalf of its clients. A unit of Qatar’s investment fund
also took a $141 million stake. The Blackstone Group bought into the offering and worked as an
adviser to Pershing.

Even Mr. Ackman’s former nemesis Carl Icahn has taken a hit via his stake in the insurance
giant American International Group, which has a stake in Mr. Ackman’s fund. Mr. Icahn
received an A.L.G. board seat after pressing the insurer to break itself up. A.I.G. has announced
plans to reduce its exposure to hedge funds, slashing its $11 billion investment in half. It remains
unclear whether Mr. Ackman’s fund is among those it plans to eliminate. (How A.I.G. — which
was bailed out by the federal government in 2008 — ever wound up with such concentration in
risky hedge funds is a question for another day.)

But it’s not just wealthy investors who have been burned by Mr. Ackman. Several public pension
funds that manage money for teachers, police and firefighters, including some from New Jersey
and Massachusetts, have stakes in Pershing Square. They are counting their losses at a time when
many pension funds are re-evaluating whether they should be in hedge funds in the first place.

Then there are eyebrows being raised in New York real estate circles. Last year, Mr. Ackman,
with the Georgetown Company, agreed to buy 787 11th Avenue, where he plans to move
Pershing Square. He is expected to build a tennis court on the roof. Mr. Ackman is an avid tennis

player.

While nobody has said the development is in jeopardy, some real estate agents have already
begun speculating about the future of the project. There is gossip over whether he will have to
take a loss on a $91.5 million apartment he bought in One57 overlooking Central Park that he
said he purchased as an investment in the hope of selling for a profit. And now, luxury
Manhattan real estate appears to have peaked.

Mr. Ackman sees his putrid performance as a blip. He has privately told some colleagues that he
believes he can get back to even within a year. But he may have to turn it around sooner — May
is the next window for investors to ask Mr. Ackman for their money back.



Correction: March 23, 2016

The DealBook column on Tuesday, about a shake-up at Valeant Pharmaceuticals International,
misstated an action taken on Monday by Valeant. The company asked a director to resign, not its
chief financial officer. It did not force the resignation of the director, Howard B. Schiller, who is
its former chief financial officer and onetime interim chief executive. (Mr. Schiller has declined

to resign.)
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PRESENTATIOGN

Operator
Good moming, my name is Sharon and i wili be your conference operator today. At this time, { would like to welcome everyone to Canadian Pacific's
conference call today. The slides accompanying today's call are available at www.cpr.ca.

(Operator Instructions)

| would now like 1o introduce Nadeem Velani, VP investor Relations to begin the conference,
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Nadeem Velani - Canadian Pacific Railway Ltd. - VP of IR

Thank you, Sharon. Good morning and thanks for joining us. I'm proud to have with me here today Hunter Harrison, our Chief Executive Officer;
Andrew Reardon, Chairman of CP's Board; Mark Erceg, Executive Vice President and Chief Financial Officer; Paul Guthrie, Special Counsel to the
CEO; Keith Creel, President and Chief Operating Officer; James Clements, Vice President Strategic Planning and Transpertation Services; and joining
us today, Bill Ackman, member of Canadian Pacific's Board and Pershing Square Capital Management founder.

Befora we begin, | want tc remind you this presentation contains forward-looking information. This presentation also contains non-GAAP measures
outlined on Slide 4. The formal remarks will be foilowed by Q&A. in the interest of time, we would appreciate if you limit your guestions to two.

ltis now my pleasure to introduce our CEO, Hunter Harrison.

Hunrter Harrison - Canadian Pacific Railway Ltd. - CEO

Thank you, Nadeem, and good morning to everyone. Thanks so much for joining us.

My job today is to facilitate and try to provide some clarity to this whole issue now that we are faced with. l've gotten a lot of questions from the
audience here about why now, why we are trying to do this transaction? Let me give you a little bit of background. We came out of, we the rail
industry, came out of 2014 with some substantial amount of criticism about the lack of infrastructure and to being able to handle traffic throughout
North America. And we addressed those concerns very seriously and we took a lock at enhancing infrastructure and doing some things differently
and we found that we were met with oppositions from locaf communities with a kind of a, not in my backyard mentality.

So we are faced with an issue that we are a common carrier. We don't have a choice about hauling these goods. At the same time, we have
communities that would prefer not to see infrastructure added into their backyard. And.at the same time, people are opposing consolidations or
merger actions. So the question becomes what do we do? What do we do in the future? What do we do in the East? What do we do with additional

growth if that infrastructure cannot be added?

5o as we went through those issues, one of the things that quickly came up was potential consolidations. Where we believe and we talked a lot
publicly about, that we think we can without adding infrastructure, add capacity to particularly the infrastructure East of the Mississippi River, We
engaged in very brief conversations with the CSA for only really one day and that was kind of blown out of proportion.

And then, we were getting requests from the shareholder community saying your numbers have been pretty compelling. Looks like to us, you've
done an excellent job, why would you not take those type numbers and marry up with a Eastern Road for example, and create even greater synergies
to solve some of these issues? So we started down that road to explore those opportunities. Now we've come to this point where we've had one
meeting with our friends at Norfolk Southem that was Mr. Squires and { face-to-face. We have tried to engage and one of our top priorities is just
to get the Norfolk Southem to sit down and engage in a dialogue with us and we see no downside there.

So what we are going to try 16 do today is go through several important buckets, We're going to talk about the trust structure and Paul Guthrie's
going to speak to that James Clements is going to talk more about the regulatory environment and some of what we think are rather unique ideas
to improve some of the competitive landscape. Once again, without adding infrastructure. Mark Erceg, our relatively new Chief Financial Officer,
is going to talk more about the latest structure of the deal. And Keith, is going to talk about some of the operational issues. And then finally, Bill
Ackman is going to talk to us more from a shareholder perspective and Pershing Square's experience in the past.

Let me just take one minute to clarify a couple of issues that are kind of a little personal needle in the side to me. I've been involved in several of
these transactions and there's been reference by NS to the potential CNIC, or TCSIC, excuse me, merger in the Kansas City which was turned down
as result of a trust and that's totally untrue. It was not. Kansas City Southern changed their mind at the last minute. The trust structure is not in

question.
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In the case of the CNIC merger, people have taiked about disruption, have talked about all of these things that mergers do. That merger was okayed
in advance. They gave away some of their oversight responsibilities. They were very complementary of the job that the two organizations have
done for the shipping public and just because one railrcad cannot implement a merger successfully doesn't mean another cannot.

And finally oneittle piece, one little tidbit I'd bring to your attention, is | had a visit with the then CEO of Norfolk Southern back in the mid-2000s,
where they invited me over to their office car in Augusta, Georgia. And at that time, | think it was 2006, brought tc my attention that they were
very pleased, they were hopeful that they could have a quarterly results thatstarted with a six. That's effectively 10 years ago and they are try trying
to still get to the point of starting with a six. So, | think it raises some reai issues as we go forward about the potential credibility of what can and
cannot be accomplished.

So i will have some additional remarks at the end and we are going tc — we plan to have a Q&A session and we are here as long as you want to ask
questions. | think the other group, the call was limited to one hour. We are willing to stay here as long as it takes to explain our proposal to the
public and mostly importantly, to the shareholders. Because that's realiy what this is all about, is creating sharehoider value.

So with that Mark, let me tum this over to you so if you can outline the proposal for us.

Mark Erceg - Canadian Pacific Railway Ltd. - EVP & CFO

Thanks, Hunter. As Hunter just indicated, we remain committed to our strategic vision. Which is to create an integrated transcontinental railroad
with the scale and the reach necessary to deliver unsurpassed levels of safety in service to our customers and our communities while alsc increasing
competition and creating significant sharehoider value for both NS and CP shareholders. And consistent with that, we have modified our already
generous offer in three important ways.

First, we are prepared to dramaticaily reduce the regulatory risk by agreeing to close the transaction into a voting trust which Paul Guthrie is going
to explain to you shortly, Second, we've made our offer significantly more attractive financially by agreeing to use a trust structure, NS shareholders
will now receive their cash and their stock considerably faster than before. And just as importantly, we've agreed to increase NS' pro forma ownership
from 41% to 47% allowing NS shareholders to more fully participate in and benefit from the significant value creation we expect to create through
this transaction. Finally, we are prepared to complete are due diligence within three weeks in order to expedite the transaction.

if we put all this together, we get a revised offer of $32.86 in cash and 0.451 shares of stock in the new investment grade Company which will create
on both the TSX and the NYSE, of under as of yet to be determined new ticker symbol. So boiling it all down, because NS shareholders will receive
cash and stock considerably faster than before, and with much less risk | might add, and because of theincrease in pro forma ownership, our revised
offer actually represents a 77% premium versus NS's unaffected stock price of $79.14 a share which provides 30% more value than our previous
offer.

And probably just for clarity, | should mention that CP sharecholders would exchange their shares on a one-for-one basis which would resultin 53%
pro forma ownership for existing CP shareholders. Now, after a lot of careful study, we believe there's an enormous amount of value which can be
unleashed by combining our two great rzilroads. Between pre-merger, what we're calling operational improvements and we're aiso referring to
as post-merger combination synergies, we expect to capture an incremental $1.8 billion (technical difficulty) and that's USD per year.

Operational improvements like fuel efficiency, velocity improvements, improved asset utilization, yard and terminal consolidation and workforce
optimization, which we would expect to manage via natural attrition, those will all begin upon trust approval and phase in over four years. These
operational improvements represent over 70% of the value that we've identified through our studies.

Now it is very important to understand that these operational improvements are not contingent upon final SPV approval. And to be clear, we are
not shooting for the moon here. Rather than that pretty much across the board, we're just looking to move NS up to the industry standards and
we are very confident that we can do that.

r
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So justas one example, let's take fuel efficiency. Right now CPUs is one gallon for every 1,000 gross ton miles. Now in contrast, NS uses 1.28 gallons.
That's ohvicusly, an enormous difference. And by simply bringing NS's fuel efficiency in line with the Class | industry average of 1.12, we can save
$100 million per year. Combination synergies from extended reach and fonger length of haul, market share gains from improved service and
interline efficiency, those will only become available upon futl STD approval and at which time, they will also phase in over a four year period.

Then in addition to the operational improvements and the combination synergies, we alsc see an opportunity for meaningful tax efficiencies,
which we believe will result in an effective tax rate below 30% for the combined entity. Finally, we expect to uncover and monetize redundant or
underutilized assets along the way although we've not specifically factored that into our analysis.

Beyond the significant value a CP/NS combination would create, our offer also gives NS shareholders a vested interestin a combined network with
better growth prospects than what either one of us would be able to achieve on our own. And | should add, a larger more diversified book of
business which is less dependent on commodities, which as we all know, have been and can be very volatile. So for example, thermal coal, that
currently represents about 15% of NS's business. But by contrast, it only represents 1% of CP's business. So, if we put these two companies together,
we will both have a more sustainable business and stable business going forward.

The last thing ! should probably quickly point out Is that we plan to combine these two historiccompaniesin a very responsible way by maintaining
a strong investment grade balance sheet. Leverage, when the trust closes is expected to be about 4 times, which would be DDD at SMP and Daa2
at Moody's. Then, because of the significant cash flow of the combined entity, we plan to quickly deleverage and by 2017, we expect our leverage
to be 2.8 times which we believe would support a BBB plus or Baa1 equivalent credit rating.

With that, let me turn the call over to Paul Guthrie. Paul is going to explain in detail how a voting trust really works because there's been a lot of
miscommunication on this topic recently.

Paul Guthrie - Canadian Pacific Railway Lid, - Speciaf Counsel to the CEQ

Thank you very much, Mark. Paul Guthrie, I'd like to address both the voting trust and the reguiatory matters before | tum this over to my colleague,
James Clements.

As contemplated by the 2001 merger rules, CP will apply for authority to use a voting trust. Under the rule, CP will have to show how the proposed
trust will insulate the transaction from unlawful control violation and why use of a voting trust would be in the public interest.

First, let me say that there's been an assumption that CP's plan would put NS into trust. In fact, CP contemplates that either Company could be put
into trust and at this time, we are leaning towards putting CP in trust. It is clear that Hunter Harrison going to NS as the CEQ is greatly in the public
interest. We are confident that his proven track record will result in NS being a better railroad. We expect that approval for a voting trust will be
forthcoming and anticipate such approval would occur some two to three months after our application.

i would like to turn you to the first of the slides that's entitled STB criteria for voting trust approval and i'm geing to take you through a few points
on that slide. On the left-hand side, you will see the number one, an insulation from unlawful control violation. An independent trustee would be
appointed to oversee either CP or NS while in trust, Whether CP or NS is in trust, Mr. Harrison will be CEQ of NS and will sever all economic and

other ties with CP including stock and pension rights.

Under the second bucket, consistent with the public interest, the public benefits will result from improved operational efficiency, asset utilization,
service economic efficiency, fuel consumption and on competition. If the transaction is ultimately rejected by the STB and either CP or NS must be
divested, operational improvements will have material increased the value of NS benefiting all shareholders. These public interest benefits outweigh
any risk that the transaction is not approved.,

I would like down to take you to the first of the timeline charts, STB trust approval. All that | would like to say on this chart is on May 2016 or earlier,
which you'll see at the right-hand side of the chart, close into trust and at that time, the shareholders will be provided with shares in the new public
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Company and cash. The second chart, the STB merger approval timeline, just sets out the approximate timeline for this transaction. | don't have
any further comments on it.

F would like to turn you to the slide that's entitled voting trust precedent. On the left-hand side of this slide, you will see a very pertinent example.
This is the CN-IC merger from 1999 and it is very pertinent of course because it involved Hunter Harrison. Hunter Harrison resigned from IC and
Joined CN as OO, IC was held in voting trust pending the STB approval, the operational improvements began upon Mr. Harrison's arival, the
transaction was approved and the trust dissolved.

The five-year oversight period was shortened due to successful integration. All of this was done without any service disruption. On the right-hand
side, we set out one of an example of cther transactions. This one is the G&W and RailAmerica. This is the latest transaction that involved a voting

trust. That was in 2012. As | said, there are other examples of this.

I would now like to turn you to the slide that deals with regulatory matters in general. It is entitled exceeding the public interest standard for
mergers. First of all, let me say that a lot has been said and written, some quite recently, about the difficulties of overcoming the regulatory standards.
We are confident that the current STB Board would judge our application based on its merits under the proper legal standard and when they do,

they will act favorably on it.

Sol would like to take it to the left-hand box, this is the public interest standard and this is under sustainable and demonstrable gains in important
public benefits. First of all, service and safety improvements. The merger will result in an efficient, reliable single-line service. it will ease Chicago
congestion. Under sustainable economic and environmental benefits, it will increase equipment utilization, reduce fuel consumption, streamline
facilities, create capacity through efficiencies, not new construction, and it will reduce highway congestion.

On the right-hand side, and my colleague James Clements will be talking about this in a moment, there will be an enhanced -- there's a necessity
to show enhanced competition. This merger will create a stronger railroad, better positioned to compete, it will open new competitive opportunities.
The proposed access modei will introduce meaningful competition.

Let me say in closing that the public interest test is a balancing act. The proposed end-to-end CP-NS merger does not result in any potential
anticompetitive impacts. Nor is there any reason to assume that other carriers would feel the need to merge in order to compete. It creates a

balanced, competitive industry.

Thank you, James.

James Clements - Canadlian Pacific Rallway Ltd. - VP Strategic Planning and Transportation Services

Thanks, Paul.

CP is proposing to change the status quo and introduce an innovative approach teo pricing and service that will enhance competition for our
customers. The first piece is about bottlenecks. | think it is important for me to outline what a bottleneck is and what we are proposing o do.

Today in the industry, if you have a move from A to € on this chart and there's a competitive alternative for a pertion of the move B to €, this is the
situation that results in a bottleneck. This segment from A to B is what is called the bottleneck segment. As a carrier that moves from Ato C, CPin
this example, we do not have to quote a rate from A to B. We only have to provide the shipper with a rate through to C, they don't have access to

the competitive altemnative of Bto C.

Where we would go with the proposal, is we would provide the customer the alternative to see what the option of B to Cis by providing them with
a rate from A to B as well as a rate from A to C if that's what they would like. They are then free to make their own choice based on the afternatives

and the competition that would exist,
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We don't think that this is an oneraus option for the shippers or for the railway. In fact, it's got direct parallels to how we price today in Canada.
And we are also not the only ones that think this will enhance competition. This is what shippers are asking for today in the US regulatory environment.

And then to further competition, we are also proposing what we are calling, modified terminal access. in terminal areas, CP would allow another
carrier to come onto its railway in order to serve CP served shippers when we are not providing service or we are not providing competitive rates
to the customers that we serve in those terminal areas.

Again, we don't see this as an onerous option for us to provide it to the shipping community because we are in charge of our fate here. ffwe do a
good job and we provide service, which is one of our core principies, and we provide competitive rates, then we're not going to be faced with the
other carrier coming across our network.

The other thing | want to make clear here is this is not open access. We are not allowing a second railway to just run all over our network and come
on service, shipper at one of the points and run across our network wherever they want to take that traffic. it is simply an option where the second
carrier can come in at the terminal area, go to that customer and provide that service to them and take it back to their railways to haul it across

their network.

§ think this is a compelling competitive alternative, but I'm not the only one. Today, the STB is allowed to grant this as a remedy to shippers if they
determine that a railway in a terminal area is providing anticompetitive type service or rates. So we are just bringing simply bringing forward and
simplifying this remedy that has been contemplated by the STB as allowing access to the shipper and options.

If we take these two pieces together, both the terminal access and quoting the bottleneck rates, we will provide enhanced options and competition
to the shippers across all of our network. You may have some questions about short lines and when we look at that, we would aiso be proposing
that we remove the paper barriers for the short lines that we don't own the track.

And where it Is the leased line, the remedies that I've just described in terms of bottleneck pricing and terminal access, would be allowed to any
of the leased lines on the CP-NS network. This framewaork plus the service and reach of the combined network provides competition to all the

shippers in the propesed transaction.

Now, | will hand it over to Keith.

Keith Creel - Canadian Pacific Railway Ltd. - President & COO
Thanks, James.

I'm going to spend my time and my comments providing color from the operational perspective to set the record straight. Last week, I listened to
Jim's commenits and the NS team’s comments and have reflected on them and thought about them. It's apparent to me to simply say with all due
respect, NS does not understand the facts of our transformational journey that we started mid-2012 at Canadian Pacific. NS does not understand

the way we run an efficient railway day-to-day, ship to ship, week to week.

in spite of the naysayers hack in 2012, it seems like it was yesterday when they all said that we couldn't, this team has taken with this operating
model, this Company, this franchise, from being an indusivy laggard to an industry leader. And it is done day-to-day by estimating a scheduled
raifroad operating model that focuses on sustainable principles, not cut to the bone principles. Providing service, improving the service for our
customers, asset utilization, turning assets, sweating assets, making asset use in a very asset intensive industry, more efficient.

Controlling our cost, not cutting cost to the bone, understanding what your cost should be and controlling and creating a discipline so that you
progressively and constructively manage those costs. Developing people, people the folks, the key asset, that make this happen day in and day
out in a railway industry. And doing it all safely, respecting the communities we operate in and through, respecting our employees, respecting our
moral and professional obligation to run the railway safely.
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If you execute this properly, it creates sustainable profitable results that ves, produce a very strong operating ratio and yes, produces strong cash
flow, which as Operating Officer, it excites me with an abllity to reinvest back at the physical plant to sustain those results on a long-term basis. Be
it, number one, call for cash, protect the safe operation of the railroad. Number two, invest in our physical plant so that we can do things more
efficiently, more productively, be it in our terminal, be it online of road, be it in our yards. And finally, invest to increase our capacity to grow with
our customers today and in the future.

The facts speak for themselves. You can see on the charts that we provided for the industry. Since the turnaround began in 2012, over 2,000 basis
pointsimprovement in the operating ratio. While significantly increasing cur capital spend of over $400 million more annually. Hardly what | would

suggest reflects a cut to the bone philosophy.

Now, let's frame it up from a service perspective. CP customers at this railway since 2012, had benefited from increased and improved transit times
across every lane that we operate in, 5¢ if you are a customer that owns your own cars, | would say that matters, And it matters because you don't
need to own the same number of cars today that you would have owned in 2012 before this turnaround began.

Now, | want to speak specifically to service-oriented truck competitive traffic. | believe that's the exact quote that was used. By definition to me,
and better said in the industry, that's domestic home business. This is another area that we've created significant success contrary to the naysayers
or the lack of understanding at the NS, here on the Canadian Pacific mitway where we've revised the service schedule. Back in 2013, we've cuta
day off of our key domestic routes going from Toronto to Calgary to Vancouver and our customers that have benefited from this has awarded this
Company and recognized that service improvement with over 20% growth since those operational service improvements and changes were made.
To suggest that we don't understand sensitive truck competitive traffic is just not fact based.

Now let's talk about Chicago. Hunter mentioned it. How soon we forget. I'm an operating guy that actually lives in Chicago. f've lived there almost
the last decade of my life. Blood, sweat and tears for two raifroads, not one, trying to manage efficient operations through a very capacity constrained
Chicago terminal. The single largest interchange location in North America is in Chicago. So for any railrcad to suggest that the industry would not
benefit, that our customers would not benefit, that their customers would not benefit from rerouting and moving traffic away from that congested
gateway, t© me again, is not fact-based:; it is not substantiated.

If you understand Chicago, Chicago is a piace that depends upon the belt carriers in Chicago. The belt railway specifically as you see on the chart,
for the lack of a better term, is the heart of Chicago when it comes to operations. All the major Class | raiiroads interchange traffic in Chicago. All
that operate in Chicage interchange in the belt. We're all very dependent upon the bait. When the belt runs well, Chicago has a chance of running
well. But when I say run well, itis fragile at best. To suggest that you should again, take our suggestions that we can improve efficiency and create
capacity in Chicago with a grain of salt, as ['ve read by some STB commissioners, to me again, is reckless,

I would suggest to you and those in this industry that clearly understand the pains associated with 2014, as | set an STB hearings and explained
how Chicago worked and explained how this industry for Chicago, for the weather, was in complete gridlock that affected this entire country. To
suggest that it improved Chicago, doesn't serve the public interest again, | think is unfounded, it is not fact-based and it is irresponsibie. And |
would also suggest in closing before | turn it over to Bill, those current today, serving STB commissioners that held those hearings, that took those
phone calls, that dealt with concemed shippers when this country was in gridlock, | would suggest they would agree with my reflection on the
memories of and the impact of a better Chicage.

With that, | will turn it over to Bill for his comments.

Bill Ackmian - Canadian Pacific Railway Lid. - Member of the Board & Pershing Square Capital Management Founder
Thank you, Keith.

Hunter asked me to give a prospective, the investor perspective on the transaction. And so, I'm going to begin with what | would call a flowchart.
if you start on the way you look at this transaction, there are really two choices. You can stay with the standalone plan and the standalone plan,
Jim Squires has a goal of getting to a 65% OR in five years. Alternatively, you can pursue a merger with CP.
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We believe the transaction could be executed, due diligence completed by the end of the year, and then, we would file an application for a trust.
If the trust is not approved again, what we believe to be very unilikely event, you are back to square one with Jim Squires. If the trust is approved,
Hunter Harrison would immediately join Norfolk Southern Railroad and would run the railread and start implementing the benefits that we've
heard about here.

Just thinking about it touching on what Paul Guthrie had to say, if you keep — if you put CP in a trust and Norfolk Southern is outside of the trust,
Hunter's simply leaving Canadian Pacific and joining the Norfolk Southern Railway as a CEQ. Hunter is a — other than the employment contract we
have with him that ties him up for another 20 menths or so, he's a free agent. He's free to leave absent that contract and go take another job. And
he would take ancther job and run another railrcad. And that is certainly something that the STB really has nothing to play a role in.

With respect to CP staying in trust, the good news is that CP is being run extremely well and has been run extremely well by Hunter and by Keith.
And | think Keith demonstrated when Hunter had to take an absent earlier in the year, Keith was effectively the Interim CEO of the Company during
that period of time and how well this railroad runs with Keith at the helm.

Assuming the trust is approved that we expect on May 1 closing, on that date, shareholders would receive $32.86 in cash and 0.451 shares of a
new Company. We're calling it CP-NS. And the Canadian Pacific shareholders turn in their stock certificates and they would get a share in the new
CP-NS on a one-for-one basis. This is an entirely new Company. it has new management. Hunter is the CEO. It's got a new capital structure as part
of the transaction. It is a holding company that owns interest in two railroads, one, Canadian Pacific that's held in trust, one is held outright, and
it's going to have a different business plan going forward. And we believe that Company has enormous value and I'm going to take you through
the details on that transaction, on the valuation.

About, call it, 18 months later, December 31, we expect to have an answer from the STB and at this point, | think it is difficult to precisely estimate
the probability, although we think it is fikely that it gets approved. Certainly more likely than not. But let's assume it doesn't get approved, in that
circumstance, the holding Company, our CP-NS would have an obligation te distribute either CP or NS to shareholders in a spinoff to separate the
two companies. Hunter would continue as CEO of NS. Keith would continue as CEO of Canadian Pacific. And shareholders could choose to retain
both either or none of those shares in that circumstance.

All of the operational benefits however, that Hunter will implement during the period of time while we're waiting for the merger approval, will
inure to the benefit of the long-term NS shareholders. The STB approves the transaction, then the merger closes, CP-NS becomes cne company,
and then, the Management team and the Company consclidate. We get the benefit of synergies.

Turn to the next page. Not only is this a substantially more value creating transaction, it is less risky. The reason why itis less risky is here we have
proven management and in the case of Jim Squires, Jim is not a proven railroad operating executive and this is the first time NS has put forth an
intermediate or goal in terms of an OR target. They have been stuck irt a low 70s OR, we will show you for the last 20 years, and it is a really leap of
faith for people to assume that all of a sudden beginning a week or so after the CP offer, the Company now has a plan to get to a 65% OR.

Sc if you want that plan, that's worth $90 a share according to analyst estimates. The stock is trading above that. You should sell your stock in NS.
If you want this plan and what would happen in our plan, there would be a merger, we'd close at trust, Hunter wouid become CEC of NS, Keith
would run CP and we'd follow the path as i described before.

In the event the merger does not close, the non-closing scenario, the stock of CP-NS on the day of closing, the stock certificate you received we
believe will be valued at $125 a share. If the transaction ultimately close, the stock would have been valued at $140 a share. So, the right way to
think about is it's worth $125 plus you have some probability of receiving an extra $15 of value depending upon your estimate of the probability
of that transaction.

Ifyou go to page 5, I'll talk briefly about the NS plan which calls for a 65% OR by 2020. As | made the point before, this is the first time they've issued
medium or long-term guidance. And if you can hear in this analyst's own words, | quote the Citi analyst: Norfolk's standalone case lacks detail
upside while we credit NS for diverging from its tradition of not issuing financial guidance. We thinkits OR and EPS growth targets lack the necessary
detail or upside to convince shareholders that further overtures from CP would be worth ignoring.
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Let's look at the long-term record. Let's look at the last 10 years that Hunter was referring to. This is a chart of all of the Class | railroads, all seven.
The bright red line is CP from 2006 to the present and the black line is NS. And you note, beginning in 2006, looks like around a 73% operating ratio
and today, something north of a 71% ratio. It's hounced around in that corridor but really, there's been no progress made in the last 10 years. If
you look at it on a relative basis, NS with the number two railroad in terms of operating performance for 2006, 2007 and 2008, and then if you look
atitin the last really five years, it is gone from — it's in the bottom of the pack and most recently now, is dead last at number seven.

Let's assume for a moment that NS is able to achieve a 65% OR in five years. Let's look at analyst estimates going te get back to Citi quote: based
on our map, NS's target for sub-65% OR in 2020 was largely priced into the valuation prior to CP's proposal. Assuming 4% revenue growth, a 65%
2020 ORin further buyback activity of $750 million to $1 billion annually, we see 2020 EPS of roughly $9. Assigning a 14 muitiple and a 10% discount
rate implies the mid-$80s tc mid-$90s valuation in line with the current merger affected stock price and up modestly from the $80 price pre-offer.
That's your upside case in the standalone circumstance.

As we pointed out, the synergies here, the substantial majority of them are created by improving Norfolk Southern Railroad. Those will be achieved
regardless as to whether or not the ultimate merger is approved. If you look at the chart at the bottom, $1.260 billion of pre-merger operational
improvements that Hunter will implement along with the rest of the NS team, and then layerad onto that the transaction closes, we have additional
cost synergies of $270 million. We have some revenue synergies of $225 million and we have annual tax savings beginning at $200 million per
year. So the benefits are material, the transaction closes, but you still get call it, two-thirds of the benefits even if the merger does not ultimately
get approved.

In terms of benefits to the public, those have been outlined quite well by the team but one of the counterpoints that had been made by NS, they
say even if the proposed combination were ultimately to be cleared, be subject to a wide range of owner's conditions that would reduce the value
of the stock consideration that has been proposed. What's interesting hereis, there is no obligation for the Company to go forward with the merger.

The STB comes back and imposes conditions that are too onerous that would destroy shareholder value, then the companies will simply separate,
the spin-off will take place, the merger will not take place. And you'll have Keith running CP, Hunter running NS and shareholders wili already have

received the $33 a share in cash 18 months prior to that STB denial.

If you go to the next page, just kind of line up each transaction. So in the standalone plan, you get $0 upfront and the fair value of the equity, if you
believe that Management can execute on a 65% OR in five years, you get $90 a share which is less than the current market price for the stock. The
CEO Jim Squires, does not have proven track record for turning around railroads. If you look at the two CP scenarios, on the day the transaction
closes in May, you get call it, $33 a share in cash, you get 0.451 interest in a new Company which will be valued, that interest will be worth about
$92 a share at the time and for a total combined value of $125 million. And you get proven management, Keith at CP, Hunter at NS, with a superb
long-term track record. And again, in the approval transaction where the STB goes forward, you get $140 of value and that same excellent operating

team.

Sc, how do you value this transaction because there's been a fot of misleading information about this. Even some analysts get it wrong to be honest.
The point we are making here is, If this were a cash transaction, you could simpiy line up $90 versus $120. Clearly one is better than the other. Or
even if it were a very large company buying a smali company, you could look at the value of the acquiring company's stock and you say I'm getting
half a share of that, [ can value that.

But here what you have is you have two companies that on an unaffected basis had almost identical market caps. CP at $23 billion market cap, NS
at $24 billion market cap. Now these two companies are coming together, And when these companies come together, a lot of changes take place.
Remember most importantly, we have a new CEO at Norfolk Southern, a new operating plan, a new approach to railroading. Number two, you're
going to have a different capital structure. Number three, you're going to have precision schedule railroading which is not the way the business
has been implemented historically. So it is completely different NS.

You're also going to have an ownership and CP run by Keith. So again, you're getting an interest in a holding company. Instead of owning just one
company at CP, it owns two. It has a different capital structure, a different management team, a more diversified base of operations, bigger scale,
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a larger market cap, it's a completely different enterprise. In a transaction like this, you don't value the Company based on where a CP stock trades
today because the new Company doesn't yet exist. You have to value the Company based o what it will look like when the transaction closes.

So what will it {ook like? To get to that answer, first we walk through the assumptions that we use which we believe are conservative. And again,
we encourage I'm sure analysts will come up with their own numbers, but we start with the base assumption. So the base revenue assumption we
use is consensus estimate through 2018. In terms of beyond 2018, we assume 3% revenue growth, which we think is a consérvative assumption.
Because we don't give any benefit revenue synergies because this is again, a base revenue assumpftion.

With a base operating ratio, and we use again, consensus estimates. And in case of OR stays at 58% for CP and 68% for NS beyond 2018, again
excluding operational efficiencies. Then we layer on top of that the operational efficiencies. We assume basically a four-year phase in for the
transaction closing in May. So 17% of the synergies are achieved from May 1 to December 31, accumulatively another 25% gets you at 42% by the
end of 2017, another 25% by the end of 2018, another 25% by the end of 2019, and the last stub period, you get the full synergies in 2020.

My experience with Hunter Harrison, the fast time he told me it would take four years and it took 2.5, and what [ like about 71 year old CEOs, is their
motivated to get things done promptly. | would say these are probably the most conservative estimates it terms of the synergy realization. In terms
of the post-merger combination synergies about $0.5 billion, we just phased those in 25% a year. And again, we think this is conservative. Tax
synergies, obviously you get immediately.

We put no value for real estate or asset monetization and if you look at how much asset value, excess locomotives, other equipment that were
extracted from CP, we've got many, many years left of deferred locomotive purchases because of that monetization, it can be very material. And
let me point out, real estate, this is a particular area of mine. What's interesting about Norfolk Southern is vast ownership of real estate and some
of the most valuable real estate markets in the world, the Northeast and certain parts of the South of this country.

On taxes, we assume a 27.5% tax rate for CP and a 36.2% for NS. This is NS while in trust but again, the likely outcome is that CP will be in trustand
there are no tax benefits while the entity’s held in trust. Post transaction, the combined entity will have a tax rate below (technical difficuity) 30%.

In terms of CapEx, we use consensus estimates and we make flat CapEx as a percentage of sales. In terms of valuation, we use a 17 multiple 2021
EPS, which we expect to be a CAD27 assuming STB approval, or a 16 multiple 2021 of CAD25 with no STB approval.

The reason for the slightly higher muitiple is ag the Company generates more earnings, there’s more free cash flow conversion and this tumns into
about a low 20s free cash flow muitiple for the Company. And we use P/E multiples that are similar to where CP/CN trades because of their higher
margins and their higher free cash flow conversion. And then, we discount those. We value the Company based on 2021 earnings in 2020 and then
we discount back the value of the stock at a 9% discount rate.

How does that look? If you go to the next page on transaction valuation, you start with the earmnings estimates of $25 and $27 for 2021, a forward
multiple of 16 to 17 times. The fair value of CP at the time, $399, CP, this is CP-NS, excuse me, of $399 to $464. We discount that back to the present.
We convert it into US dollars and the US dollar value of the Company $204 to $237 a share. So the CP stock that today or closed yesterday at $176,
we believe in mid-- the Canadian version, we think will be worth between CAD271 and CAD315 and the US stock which closed in the $130 or so,
we believe will be worth $204 tc $237 a share. So you get a sense of how much value creation there is on the closing of the transaction.

Breaking this down into stock and cash, the NS shareholders receive 0.451 shares. S0 0.451 times the US dollar value of CP, you get to $92. Add $33
in cash and you get total fair value of $125. in the STB case, it's worth at $140 and so you have to probabilistically discount that $140, so somewhere
between $125 and $140 is fair-value. And that means a premium to the standalone plan is 39% to 55% and a premium to the unaffected price of
58% to 77%. Now these are two of the biggest, one of the biggest premiums I've seen for any transaction, particularly one of the scale.

This is a complicated way to describe the valuation. | figure people would like a simpler version. like simplicity. So regarding the next page, a much
simpler way to think about CP. What we've done here is we calculate the new CP-NS 2017 EPS. This based on the assumptions we use before and
assuming that only 42% of the pre-merger operational improvemenits and of course, 0% of the post-merger synergies are achieved by the end of
2017. So this is, an analysts can do their own assessment, but we believe the Company will eam approximately $12.29 in 2017.
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Our valuation on the previous page comes up with a $204 to a $237 valuation for CP-NS. That's a 16.6 to 19.3 multiple of 2017 earnings. We think
this multiple range is conservative because again, NS will be in a transformational tumaround at this peint in time. CP still has very substantial
growth and so earnings are going to grow much more quickly than a standard rail at this point in time.

We think a 16 — take the low-end of the range, 16.6 times, that's a very conservative valuation. In order for the CP-NS deal to be superior to the
standalone $90 valuation, CP only needs to trade at CAD170 a share or $120. So basically the stock can go down from where it is today and it's still
is a better deal than the standalone plan. So if it trades at 10.4 times earnings, it's still a better deal than the standalone frame.

Let's look at the track records of the team. Hunter Harrison's track record is very well known. My guess is there are a number of risk arbiters on the
phone who don't know Hunter that well. Let me tell you a little about him. He ran Hllinois Central from 1989 to 1997. He made it the best performing
railroad in North America. 2,000 basis points lower operating ratio than the rest of the industry. Nearly tripled operating profit. OR went from 80%
to 63%. And then, again, as Hunter's focused on shareholder value, a 5.5 fold return for the investors in lllinois Central.

Then he went to the Canadian National when that transaction was acquired in a trust deal and he led the transformation of CN into the best
performing railroad in North America. EBIT's up almost threefold. OR from 78% to 67%, this is 67% in 2009 which as you know, was a recession year.
Afivefold return, 5.25-fold retum to shareholders. And | think a very important point here and this reaily gets to whether the changes that are being
made are cut to the bone short-term changes, even after Hunter left CN, CN has continued to improve, the ORs continue to drop, the revenues
have continued to grow. These are changes that have sustainable long-term value. Then Hunter went to Canadian Pacific. Again, Hunter only knows
how to increase profits by looked like threefold, and then he leaves if you look at the chart. OR from 81% to 60%, a fourfold return for shareholders.

But | think this track record speaks for itself.

The next page, we go through Jim Squires background. Jim is a lawyer. He s educated at a very good law school, University of Chicago Law School.
He graduated in 1992, and again, this is just from the company's website, He joined NS in 1992, so right out of law school and he served in several
law positions according to his bio. He became Vice President of Law in 2003, Senior Vice President of Law in 2004, Senior Vice President of Financial
Planning in 2006, Executive Vice Present of Finance in 2007, Executive Vice President of Administration in 2012, President in 2013 and then CEQ in
June, about six months ago, and Chairman, a month or so ago.

If you lock at this bio, obviously he looks very different from Hunter Harrison. Yes, he's worked at a railroad since 1992, but he's worked on the fegal
and the administrative side and the finance side. Not on the operating side. And the problems at NS are not legal, they are not finance and they
are not administration. They're operations and Jim does not really have an operating background. [ guess his first exposure to operations would
have been when he became President. But from 2013 to the present, we have not seen an improvement in any of the operations of the Company.

Next slide we compare the return of Canadian National versus the return of Norfolk Southem over various pericds. We look at when Hunter was
at CN, the OR went down 1,170 basis points, the OR increased over that same period by 410 basis points from 1998 to 2009 at Norfolk Southern.
Revenue grew about the same, 5% compounded at both places. Since Hunter retired, CN has continued to cutperform NS. A threefold the return
of NS from December 2009 to the present. OR continued to drop from what was already a very low operating ratio by 780 basis points. Revenues
doubled NS' growth rate and doubled the improvement in NS's OR.

And then, if you look at Hunters tenure over the last four years at CP, in terms of relative returns to investors, a sixfold return versus Norfolk Southern.
Revenues compound annual growth rate of 7% versus negative 1%. Again, these are comparable periods of time in the railroad industry that we
are comparison. These do nct look like short-term improvements.

Let's look at the very long-term record. Hunter joint CN, call it, 20 years ago. And that gray line that shows the operating ratio droppling like 2 stone
over that period, even after Hunter left CN, that's the CN track record. It's really remarkable. The red operating ratio is basically stable. It's 84% to
about 81%. Hunter joined CP in June of 2012, and the OR drops again like a stone on an even more dramatic basis than the OR of, and much more
quickly frankly, this is my argument about the 71 year old CEO, he works faster now than he did 20 years ago.

But take a look at Norfolk Southem. 20 years and some it lcoks like a kind of mountainous period here during the Conrail integration, but back to
a low 70s OR. 20 years without improvement. Then let's talk about — we have been here before.
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Soin 2011 we bought a 14% stake in Canadian Pacific with Hunter as our partner. We proposed him to the Beard of Canadian Pacific and he said
look, you have the worst CEQ in North America and we have the best and we would like to replace those two. The Board didn't like outsiders coming
in and telling them their railroad was underperforming. So they came out and said, we have got a new plan and we can beat Mr. Harrison.

They really derided our plan and they made some remarkabie staterments, all of which are recorded and | encourage you go to the CPrising website
still left over from the proxy contest. You can watch our Analyst Day. But the CEO on their Analyst Day said quote: curves and grades is physics and
the dismissive comments by Mr. Harrison indicates a clear lack of research or understanding or both. So basically Mr. Green said the laws of physics
have not allowed Hunter to achieve the results he's achieved. He said our operating ratio targets for CP are unrealistic and lack credibility. We said
the Company would get to a 65% OR in four years. The Company got o a sub-60% OR in three years.

Because those arguments were not having a lot of credibility with shareholders, believe it or not, the Company, the Board hired a consulting firm.
Oliver Wyman is considered the most highly regarded consulting firm in the railrcad industry. And Oliver Wyman concluded that cur multi-year
plan, the Company's multi-year plan was ambitious but achievabie, They also concluded that Pershing Square's stated OR target is both unrealistic
and unachievable. So they paid $5 million te Cliver Wyman to put out a white paper. The white paper said Mr. Harrlson's never going to achieve
these results. So it just seems familiar to me.

The arguments always go like this. Hunter shows up, he says | can fix things, management says we can do better and they put outa new plan and
they say now we're going to get it right even after 20 years of failure. Then they say well, what Hunter says he's going to do here are just not
achievable and not only are they not achievable, but all the customers are going to flee and that's what's going to happen.

But when you look at the track record, when you look at lllinois Central, when you look at Canadian National, when you look at Canadian Pacific,
when you look at 50 years of what | can say is the greatest railroader of all time, a three-time awardee of railroader of the year. | was at the recent
— last year or so, where he won again. The facts could not be more stark.

The other point | want to make here is lock, I'm very confident that the Board of Norfolk Southern is comprised of very high-quality, honorable
people that | have a lot of respect for. But what happens in situations fike this is that pride gets in the way. Perhaps in the case of Mr. Squires, he's
been at Norfolk Southern since his entire career, he's now made it to CEQ, and unfortunately Hunter showed up six months after he became CEO
of the railrcad. I'm sure Mr. Squires would prefer to keep his job and he's fighting awfully hard.

But this is not about Mr. Squires job, and this is not about the prestige of being on the Norfclk Southern Board. Itis about what's in the best interest
of the owners of the Norfolk Southern Railroad. It is about what's in the public interest in terms of the railroad infrastructure of the country. And in
those respects, this transaction makes enormous sense.

And it makes no sense for a Board to run out and get a white paper, so-called white paper writien, the night before our presentation when they
don't even know the whole presentation is based on the CP going into trust when in fact, the likely plan is for Norfolk Southern to go into trust.
And of course, what we've learned is you can pay consultants and they'll say what you want. With that, the facts are clear.

I'm going to turn it over tc Mr. Hunter Harrison.

Hunter Harrison - Canadian Pacific Railway Lid. - CEO
Thanks, Bill, and goed point. Sharon, why don't you take questicns from the audience.

QUESTIONS AND ANSWERS
Operator
(Operator Instructions)
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Scott Group, Wolfe Research.

Scott Group - Wolfe Research - Analyst
Thanks. Good morning, guys.

Hunter Harrison - Canadian Pacific Raflway Lid. - CFO

Goed morning, Scott.

Scott Group - Wolfe Research - Analyst

| think the voting trust structure is reaily key here and the idea of putting CP in trust is new to us. So can you discuss, is there any precedent for the
acquiring railroad to go into trust? And maybe just some more color. We've heard from NS about the reasons they are so confident the trust cannot
get approved. Maybe, can you share any conversation you guys have had with past STB members maybe including Linda Morgan in the past? Why
you think this structure can be approved? And then just with that Hunter, if at some point we learn that couldn't run Norfolk while in trust, would
you still be pursuing the transaction?

Paul Guthrie - Canadian Pacific Railway Ltd. - Special Counsel to the CEO

Itis Paul Guthrie. First of all, no, itis premature for us to have had any discussions with the STB staff. So that has not been done. Yes, we were blessed
with having Linda Morgan as you know, as the ex-Chairperson of the STB on our Board. And we had many discussions with her at the Board level
and at a personal level about the voting trust and other regulatory matters.

I think she would be very surprised to hear that people say that it is impossible to have the voting trust approved by the current STB Board. She
was always very supportive of the fact that mergers could take place in the appropriate circumstances. [ think you've heard this morning why it is
appropriate that this merger should be approved.

Hunter Harrison - Canadian Pacific Railway Lid. - CEO

Scott, I'm going to add to that is that really, the only thing that's changed in the standards is the public interest test with the trust. And itis beyond
me to try to understand what's not going to be in the public interest here. And one of the reasons that we are sill trying to engage in a dialogue
that if there are advantages that our friends at NS know or understand about which Company is better 1o put in trust, we would like to hear those
and put them in the blender. But if there's no dialogue, then we are left to Independently make the decision alone as to which way we should
proceed. But | think that my view when all is said and done, the trust issue is not a major hurdie.

Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

Paul, the other guestion was, is there precedent for the acquiring company to be in trust versus the target Company and maybe you can address
what we've learned on that respect?

Paul Guthrie - Canadian Pacific Railway Lid. - Special Counsef to the CEO
In the CN-IC situation, that of course was exactly that situation. Hunter would be familiar with that.
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Bili Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

So CN was in trust?

Paut Guthrie - Canadian Pacific Railway Ltd. - Special Counsel to the CEO

No, IC was in trust.

Scott Group - Wolfe Research - Analys¢

What are the rufes with respect to, does the STB require the target company to be in trust or either company?

Paul Guthrie - Canadian Pacific Railway Ltd. - Special Counsel to the CEO

No, sorry, either company can be in trust if that's the question.

Scott Group - Wolfe Research - Analyst

Okay. That's helpful and just second question for Hunter, and also for you, Bill. Can you guys talk about the next steps? And it seems like it might
be tough to reach a deal directly with NS management. So whatare the steps you guys are thinking about to get a deal done and maybe improving
the terms even more if that's required? Would you consider more cash versus stock? Would you consider a higher price as | think many were
expecting toeday? And then Bill, can you comment if you own any NSC stock, if you are able to own NSC stock? And do you think, would you consider
maybe leading a proxy contest to bring this to a vote?

Hunter Harrison - Canadian Pacific Raitway Ltd, - CEO

From my standpoint Scott, one of the things I've learned over time, and it is kind of hard to learn, but never say never, but our interest right now
is to try to engage in a dialogue with Norfolk Southern. That's the best outcome for all of them. One of the things we lose sight of is whatever the
outcome is here, is we've got two railroads to run going forward.

To create alot of adversarial relationships in this is just not healthy. So if we can sit down and enter a dialogue, that's step number one. I don't want
to speculate and draw lines in the sand about what might be next. | personally think that the offer is awful nice. It is very generous. I think it meets
the criteria, but that is for others to decide. But{ think that's what we will be trying to pursue.

Bil! Ackman - Canadian Pacific Rallway Ltd. - Member of the Board & Pershing Square Capital Management Founder

And | guess from our perspective and | can give the perspective of a shareholder activist, if | were not on the Board of CP, | would be buying stock
today in NS and considering seriously putting up a slate of Directors as a shareholder activist. And | think, the [clay] icons of the world, the Dan
Lobes, the John Oh's, this is an ideal activist situation. You have a transaction where the Company, if the transaction goes through, is worth $125
plus to NS shareholders. And if the transaction fails, you have a Management team that's a $90 price target.

50 that should motivate activists to come in but putting aside activists, | would think the big shareholders of Norfolk Southern Railroad are going
to pick up the phone and call the Management and speak to the Board and people will come to their senses. | do think it was appropriate for the
Board to reject our first overture because there was uncertainty and there was value and it is very common in a situation like this for a first offer to
be rejected.
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In response to the rejection of the offer, we made very material changes to the deal. We've brought forward the timing 18 months, the transaction
closes, you receive cash in six months instead of maybe in two years, you receive stock in the new Company. A lot more of that value Is being shared
for shareholders. So this is 2 much higher offer, It is a 30% higher offer based on where we expect the stock to trade and we encourage you to do

your own analysis.

if you don’t agree with our $125 value for us, what is your 2017 earnings estimate and what multiple would you use? But you're going to get to a
number where the stock is worth $120, $130 a share, that's a huge premium to the market price. it's really not going to be about increasing the
offer. it's about engagement and hopefully, with this offer and with the certainty and the reduction in regulatory risk, the Board will consider very
seriously, their advisors will study it and they will make the right decision to engage.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEC

Scott, | would just add to that last point is this. Not necessarily from a sharehoider perspective, but the Company said it doesn't matter about the
price. That it's all about the regulatory and all about the trust, So they've indicated to us it doesn't matter what the price is. So there's no use in
going out there and making additional offers if it doesn't do anything with the Company. When we get to the polnt of talking to the shareholder,
itis a different situation. But | just would hate to [have that].

Scott Group - Wolfe Research - Analyst
Okay. Thank you for the time, guys.

Operator
Chris Wetherbee, Citi.

Chris Wetherbee - Citigroup - Analyst

Thanks for the time. Maybe following up on that question, just thinking about that cash versus stock. And | certainly understand the point and |
can get the picture from a valuation perspective and that would change that with that proportions being changed between cash and stock, But
given some of the responses from the Company and what we are hearing from shareholders, I guess I'm a little curious why the cash component
maybe didn't go up and how you think about how that could be changed going forward if it does get changed as you pursue this down the road?

I'm curious about that.

Mark Evceg - Canadian Pacific Railway Ltd. - EVP & CFO

{ think again it is important to realize that the offer that we have now brought forward is substantially more financially attractive than the prior
one, In the earlier scenario, cash wasn't going to change hands until the final STB approval which would have been as late as December of 2017.
Now cash is available as early as next spring which is considerably sconer and we are increasingly the pro-forma ownership from 41% to 47%.

So in that sense, they are geing to be equal participants in this transcontinental rallroad that we are going to put together which is going to have
as we said earlier, $1.8 billion with the synergies available to it going forward. So this is a very, very aitractive proposition from a financial standpoint
versus their base case which more or less at this point suggests, they are already overvalued.
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Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capitaf Management Founder

One thing ! would add is in terms of getting a transaction approved, in terms of having a transaction that shareholders are going to support, [ think
it is very very important that the combined Company has a strong balance sheet. And we are staying at BBB rated company as a result of this
transaction which is a strong Investment-grade credit. If we were lever up and put more cash in the deal, it would be less valuable to the shareholders

and they don't own interest in 2 much more levered company.

Again, this is not a sale of a small company to a really big one. This is a merger of two similarly sized companies and as important to the peopie
who own the target as it is to the people who own the acquirer, that the combined Company is strong financially. ! think it is very impertant to the

ST8B as weli.

Chris Wetherbee - Citigroup - Analyst

That's helpful. Then just following up with a second question, obviously the trust structure is probably key here and you guys talked decent amount
about that. But one of the other pushbacks that we got from Morfolk Southern was really about some of the access ideas from a terminal access
perspective and bottleneck pricing. You guys have articulated what your strategy is here.

How do you think about the potential impact to the industry from a pricing standpoint? The pushback we've gotten from companies in the industry
is the potential risk to pricing. Some of the blg gains have been made over the last decade or so. How do you think about that going forward and

what could this potentially do, if anything, to that dynamic?

Huriter Harrison - Canadian Pacific Railway Lid. - CEO

Scott, what we've said before, Chris, is that we are not suggesting being so presumptuous to suggest to the Board what they should do. What we
are saying is here's what we will do in this situation which we think is appropriate for us and our customers given what we are allowed to do the
transaction. Clearly it is pro competitive. It possesses all the things that we've ever heard from the shipping public.

And this Company has, since I've been associated with it and | think if you check my track record wherever ['ve been, I've never been an advocate
of bottleneck. I've never been an advocate of paper barriers. I've never been an advocate of and been concerned about access. So this is not a
different position that we are trying to take advantage of what's the right thing to say today. Keith, you want to add to that?

Keith Creel - Canadian Pacific Railway Ltd. - President & COO

Yes, I was just going to say, just look North to the border, look to Canada. You've got the two most financially successful, service successful, operation
efficiency successful railways in the industry, that although it is not the exact same idea, we still face the same competitive issues that you might
be concerned about or that NS or CSX or any other road. And we survived and we thrived.

if you are willing to compete and provide a service, your customers are going to reward the business to you and you're going to do well. The ones
that can do that well will do well. The ones that cannot maybe not so much. But at the end of the day, we intend to be a leader in that regard.

Chris Wetherbee - Citigroup - Analyst
So it really comes down to service. All right, that's great. Thanks very much for the time, Appreciate it.

Nadeem Velani - Canadian Pacific Railway Ltd. - VP of IR
Thanks, Chris.
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Operator
Tom Wadewitz, UBS.

Thomas Wadewitz - UUBS - Analyst

Good merning and thanks for all the information in the call. It's great to have a lot of further detail so we can understand the approach. it seems
like -- | know Hunter, you have said that you are highly confident that you will get this voting trust structure approved. It seems that we don't have
much in terms of precedent post-2001. | know you sited Genesee & Wyoming and RailAmerica, but that's a different type of railroad. And so | guess,
what is it that gives you the confidence that there would not be an issue with control, which [ think would be a point you'd say yes, you leave CP
and you go to Norfolk but you still know Keith well, you were the CEQ when there's some element of residual control or refationship? What gives
you se much confidence that wouldn't be an issue? Or is it just a probabilistic we think it's 70% and we will - we've got to see it is worth, we have
to go forward and see what happens?

Hunter Harrison - Canadian Pacific Railway Lid. - CEO

Tom, | would go back to the little bit of the present and the history of the past. There's never been — | know the rules have changed a little bit but
there's been seldom cases of trust being turned down if you go back through the public record. Ail we have in this case is effectively different is
talking about the public interest. | don't understand the argument that to puta company in trust is not in the public interest. i think we made a
pretty compelling case of all the improvements we can make that are in the public interest.

Soifitis in the public interest, if the Service Transportation Board retains oversight, why not do it? If you cannot get a trust approved, they should
have just written a faw and said there's no more mergers. There has to be a mechanism and as | understand it, there was seme statements made
at one of the conferences that the trust was the gold standard now for approval of mergers. Maybe i'm being too logical and rationai herg, that
this make sense but | just cannot see the argument against it.

Keith Creel - Canadian Pacific Railway Ltd. - President & COO

If 1 could add to that, Hunter. Tom, since you mentioned my name, I'll take you back to personal experience. Back in 1998, 1999 when IC was put
in trust. Hunter was the CEO of IC. Hunter ieft, severed from IC, went to the Canadian National and started their journey ahead of the approvai.|
remained back at the IC.

There were a lot of us that were trained and taught and developed our operating ability by Hunter. S0 certainly, we ran the railway to make him
proud, but at the end of the day, we know what the law says, we comply with the law, we respected the law. Not only did they approve, they
approved the deal early and they reduced the oversight period. So | would say experience speaks to that point significantly.

Mark Erceg - Canadian Pacific Railway Ltd. - EVP & CFO

If ! can just add one thing. Hunter would be leaving the entity that's held in trust to go take another job. if his contract actually were over, he couid
do that anyway and no one would stop that Then lastly, | would say what's the downside? We cannot with precision tell you what the probability
is. We can tell you what our best judgment is. The upside if this transaction happens is enormous.

if we sign a merger agreement, lawyer's spend some iegal fees over the next few weeks, we apply for a trust transaction and let's say it gets tumed
down 90 days later. No harm, no foul, There's been no negative impact on either railroad. So | think you just lock at these things on downside versus
upside. | don't see any downside of it other than $2 million of legal fees, the upside is enormous
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Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

And if they do basically approve the trust but then ultimately come to a different final detemmination, you still get a significant portion of the
operational improvement in that interim period. And you still then end up with an entity that's running considerably better than it is today and
your valuation is the $125. 56 there is no downside in any permutation that one can put forward censtructively at this point In time.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

Last point, Tern. | heard this on your call the other day, that we could do alliances just as easy. People that talk about doing alliances just don't
understand railroading. Our weakness right now in the business, and you know this as well as |, is if | get a customer asking me what our service is
from central Canada to Florida, all  can tell them is what we are going to -- what it does going to Chicago. | have no idea what the final setvice is
because ! have no conirol over. So end-to-end, one quoted service and rate is powerful and you cannot do that through alliances.

Thomas Wadewitz - UBS - Analyst

If  could — | appreciate that really thorough response from all of you. If | could ask a second question? With respect to the final ruling that on the
rail combination, not the trust, but the rule on actual application for the combination, you could say well, the shippers aren't the biggest hurdle
here. Maybe the other railroads could be doing some pretty innovative things to help increase access and to help offer something to shippers.

I think Paul said that you don't believe CP-NS would prompt others to merge and there wouldn't be a downstream affect. Why do you have the
view that there wouldn't be downstream effect? And how do you think you get over the bar of resistance it seems likely from the other railroads

to the final approval of your deal? And thank you for the time.

Hunter Harrison - Canadian Pacific Raifway Ltd. - CEO

Let's take ita step at a time. Number one, and | don't want to paint everybody with broad brush, but let's say railroad A objects, Why do they object?
Why do they object to something that's pro competitive? Why do they object - do you know what they are objecting for? They're hiding behind
this whole issue of saying, we like this new opoly. We don't like to have more competition brought in. We like to have paper barriers. We like to
have all that artificial protection and it is being stripped from them.

As far as downstream effects, look, | can make a case that the four big boys in the US, that somehow they do some combination, CP doesn't have
any compelling position there that's going to hurt them. So it is their decision. | don't see it as an automatic that they've got to merge their sell
with the two giants in the West because of something that CP is doing — this Western Canadian railroad. | just think it is a lot of rhetoric about

nothing.

Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

Ultimately, Hunter, if the STB decides that it is going to have downstream effects that are negative, they want to approve the merger. But still the
vast majority of the economic benefit, the operational improvements, you are going to get anyway. Right? If our proposed, your proposed operational
changes and your offerings, the STB decides that's going tc be bad for the other railroad, they don't have to accept those proposed changes. They
can propose other ones. We can consider them and decide whether or not we want to go forward.

Hunter Harrison - Canadian Paclific Railway Ltd. - CEO
I guess what we should do Tom, is let them be a part too. I'm just kidding. (Laughter).
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Thomas Wadewitz - UBS - Analyst

Thaniles for the time. Appreciate it.

Operator

David Vernon, Bernstein.

David Vernon - Bernstein - Analyst

Thanks for taking the question. lt seems like cne of the reasons here that Norfolk won't accept a deal or doesn't seem tc want to even propose a
deal is that they think for whatever reason that the regulator won't accept that trust. Given the size of the potential for value creation here, would
you consider offering them a break fee if the regulator doesn't approve the trust?

Mark Erceg - Canadian Pacific Railway Ltd. - EVP & CFO

I think we would love to engage with them and if they corme back to us and say we will do the deal and we want to break up the effects, we will
take it under advisement, won't we Hunter?

Hunter Harrison - Canadian Pacific Railway Lid. - CEO

That's one thing you should talk to them about but they won't talk. You cannot put everything in a letter and all they want to do is — right now,
they don't want to sit and talk. So we would have 1o see and understand what else is coupled with it.

David Vemon - Bernstein - Analyst

Then | guess along those lines of thinking, have you thought about anything else that short of a proxy fight that would maybe get NSC 1o the alter
here? Because it does seem like they want to do the regulators job in a way and say that the deal won't get approved so we won't accept it. And
I'm just trying to understand if there's a way to get them off that position?

Hunter Harrison - Canadlian Pacific Railway Ltd. - CEO

That's what we are doing this morning and that's what we are going to be doing with other shareholders. At their request, by the way. {Technical
difficulty). We've got a long list of shareholders that want to taik to us. They've got a lot of questions and we've got a lot of answers.

So as I said early on in this process, we are taking our argument and our case to the shareholder. In the final analysis, this is about, as Bill made the
point, this is about the shareholder, not the NS Board. Not NS Management, this is about the shareholder. That's what we are going to do until we
get shut off at the pass and give up is that we're going to go to the shareholder.

Bili Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

'm cautiously optimistic and I've seen this movie before where the press release that was put out this morning was put out before they even heard
what we had to say. | guarantee that the Board was not assembled to put together that press release. That was put out by a PR firm and by the way,
NSR hired the same PR firm that CP did. And their mode is, protect the Company at all costs.
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| just think this Board is comprised of some high-quality people and that hopefully they're listening to the call or they'll get a copy of the transcript,
they'lt consider the facts and cooler heads will prevail, they'll listen to their advisors and they will engage. That's what | would do if | were a member
of this Board of Directors. | think that's what any Board member wouid do if they're observing their fiduciary duty.

David Vemnon - Bernstein - Analyst

Great, Maybe just as a quick follow-up, who would run the holding Company?

Hunter Harrisom - Canadian Pacific Railway Ltd. - CEO

That's another question that we've tried to raise. And when | raised the one face-to-face we've had, when | raised that, if they had concerns, desires
or thoughts, they said it is about shareholder value. If you are not having a dialogue, you cannot get there. So we have some flexibility there.

One of the things that we tried to not be so presumptuous that we had all the answers, that we walked in there and here is the plan and here's
what we are going to do. We walked in there and said lock, we think this has the potential to create compelling shareholder value. And we are not
--we are neglecting our duties, our fiduciary duties if we don't explore those opportunities. And we've been effectively stonewalled so far, at every
turn. 50, | don't want to get into because they could come back with a different response and we could have a different model.

Ithink hopefully, we've tried to clarify today, either company can go in trust, under certain circumstances there would need to be a holding company,
under certain, there would not need to be, depending. But once again, if they are opposed to it and they won't talk, then we will have to come up
with our own plan and do the best we can without them. Which | think is too bad. | just cannot understand why people won't taik. What is the
danger? What are they scared of to sit down and talk?

Biil Ackman - Canadian Pacific Raifway Ltd. - Member of the Board & Pershing Square Capital Management Founder

Going to the CP situation, the last time the Board would not talk to Hunter, the sharehoiders voted 87% to 94% to repiace the seven directors that
we opposed. The ather eight directors, none of them got a majority vote and we didn't even oppose them. It was the biggest landslide vote in the
history of public company proxy contest. And it was all because the Board would not engage with Hunter,

My view is the Board is going to have to take a look at that precedent and they are not going to — they are going to engage. | think the analyst
community can be very helpful in what you say in what you write. And the shareholders will have enormous effect and if they do it publicly great,
but even if they took up the phone privately or send a letter to Board, that will have a huge impact on this Board of Direciors,

David Vernon - Bemnstein - Analyst
Appreciate it everybody. Thanks so much for your time.

Operator

Branden Cglenski, Barclays.

Branden Oglenski - Barclays Capital - Analyst
Good morning, gentleman, and thanks for hosting this call. Hunter and Bill, I'd say, Norfolk shareholders already owe you a huge favor because

this the first time they've actually put a financial targets at least in the history that i've understood for the Company. But let's just talk about that
for a second because it sounds like their plan for 65% OR. Now it does match other carrlers. The rate of improvement's pretty conservative.
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But based on the limited information that Jim has provided on his call on Friday, it does seem that a lot of that is focused on future growth based
on some service plan that they have in place that's going to drive that future growth on pricing. But these sound like assumptions that we've heard
a lot from the past from Norfolk even without that financial target to be held accountable to. So we have accountability now, but it does sound
like it is predicated on commodities stabilizing, Eastern Appalachian coal not going down any further, which 1 think is a bit, not a conservative
assumption now just given where natural gas prices are.

So, | think when we icok at your track record Hunter, at the IC, at CN, at CP, there's clearly a more efficient and better way to run a railroad. It is
much more cost and velocity focused and maybe I'm stealing your words from you here. But | just want to differentiate because Norfolk is saying
that you want to cut to the bone, you want to jeopardize future growth with your strategy. But when you lay out your targets, it looks like Itis much
more focused on shrinking the cost structure, improving velocity on the network and then driving growth.

And ! think what's lost on a lot of people is actually your legacy at Canadian National, the last four or five years and maybe we're giving them too
much credit, but they have been the fastest-growing railroad, | think, on the history books. So how do you speak to these differences in plans and
compare and contrast what Jim has effectively laid out to his shareholders and what you have done now three times over at three significant

railroads?

Hunter Harrison - Canadian Padific Raitway Ltd. - CEO

Look, | don't think this sc-called schedule precision railroading, number one it is not a secret. | wrote a couple of books about it. Number three, |
don't know how many times we invited the NS and they took us up on it on benchmarking. So we've told them averything we know. But there's
some, | don't know if it is pride or authorship or what, that people don't get it for whatever reasons.

| think what really happens is somebody talks to me, maybe Mr. Squires talks to me and | say here's the plan and here's what we ought to do. And
he goes to his Management team and says here's what Hunter says, what do you think? No, we don't want to do that because if they say yes, let's
do that. That's a great idea, they get criticized because why didn't they do it? And if you go back and if you peel these things back, underlying all
of this is some of our plan.

What I've read recently about them and they talked out of both sides of their mouth, they are saying we're going to cut to the bone but now they've
cut two hump yards, | read, they are locking at another hump yard, they're looking at 1,000 miles to rationalize, that's all very appropriate. I'm not
criticizing them. Don't have more assets than you need or people or what, but look, they just don't get it.

Brandeon Oglenski - Barclays Capital - Analyst

| appreciate that, Hunter. And Bill, want to direct one to you because there's a lot of criticism in the market right now just given volatility and other
stocks and what's going on this year. So ! wanted to ask you a two-part question here. First, the timing of the deal. Why didn't you get more
aggressive with CP and maybe this question is for Hunter too, but when you were talking with CSX, why not look at Norfolk last year when you had
a much higher equity valuation when arguably the industry faced a lot more congestion issues?

Is this just by any means an indication that CP's standalone plan is now much more harder to achieve than you maybe thought maybe 12 months
ago? So, now merger is the next way to drive value for your CP investment?

Then secondly, this question has been asked a couple times now but Jim Squires has made it very clear, on his cali, he said at any price, the regulatory
risks here are just too steep to pursue a deal. So you have the podium. What are you asking specifically of Norfolk shareholders and Norfolk
Management, of Norfolk's Board, to walk away from this call and what do you want to see them as the next step?
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Bili Ackman - Canadian Pacific Raifway Ltd. - Member of the Board & Pershing Square Capitaf Management Founder

Sure. On the first question, let me just say that ! don't run this Company. Hunter Harrison does. And it was Hunter's idea to approach CSX. it was
Hunter's idea for the timing of the approach CSX. it was Munter's idea for the way in which CSX was approached. With respect to Norfolk Southem,

it was Hunter's idea to lock at Norfolk Southern.

I personally got more invelved in this Norfolk Southern situation because Hunter asked me to. So | do as I'm told. That's how 1 think about my
responsibility as a Director here and 1 obviously, have enormous confidence in Hunter and we want to bring whatever value we can bring to get

this thing done.

ithink from a perspective of a Norfolk Southern shareholder and what ! think a Board should do in a case like this, As | said before, it was appropriate
to reject the initial proposal for some of the reasons that they described. It is inappropriate to start muddying the waters and trying to get people
to come out against the deal and try to scare people about regulatory risk. What a Board should be doing in a case like this is focusing on the
fiduciary duties to maximize shareholder value and they should be focusing on the stakeholders and the business.

And if you look and think about each of the various stakehoiders beginning with shareholders, with the shippers — when | have the opportunity
to walk around the CP property, employees come to me and thank me. | don't feel like 1 did anything. Thank me for the changes that took place at
CP that have been implemented by this Management team. The impact on employees, people are buying homes, they couldn't buy homes before,

has really been dramatic.

So, 1 think there's a transaction that creates enormous value that benefits all the stakeholders including the infrastructure of the country. That's a
deal that you have to take seriously. And by removing the regulatory risk of waiting two years, people get their cash and they get stock in a new
company in six months. All that has to happen is we sit down now, we negotiate a merger agreement, we announce a transaction by the end of

the year, we file an application for a trust.

1t can go awry. If we are totally wrong on the trust issug, we get turned down. We think that's an extremely remote circumstance. What we've spent
is legal fees and some time and minimaily distracting. it is not like one of these transactions we are hanging out waiting for a telecom deal to get
done for three years and the Company is limbo for extended period of time. The limbo will end in 90 days. And we think the [imbo will end with a
trust approval, a shareholder vote, Hunter Is CEQ of the Company and then we will see on the STB and in 18 months or so.

What Board of Directors cannot take that seriously? If they have some issues, they want to talk about a breakup fee, they want to have discussions
about —I'm not excited about issuing any more stock. Hunter said to me, is there a dollar or two in my pocket? Maybe. But they have to come and
sit down with us right away. So there's an opportunity for even a sweetener here but that's if they engage immediately. We put enormous value
on the table. | don't think there's a Board of Directors observing a fiduciary duty that's not going to consider this very seriously and { think their
advisors will make the same recommendation.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

I made it clear to Mr. Squires in our meeting, when he talked about regulatory risk, that we wouid accept the regulatory risk if he would identify
what it was and put some type of cap or recognition to it So number one, that's —the reason why this came up when it did, the initial issue with
their competitor in the East, was we got a signal from them that we ought to talk. A signal from the shareholder and a member of their Board. So

we went and talked and we wasted two hours.

And quickly we got off that. And look, I've worked with Norfolk Southem, adjacent to them for 50 years, all my life. I've had tremendous respect
for the railroad, their tradition, their culture and all, but for whatever reason they've gotten a little off track the last 10 years as Bill described. And
that was admitted to me by Mr. Squires that they were stuck, they were in a rut or whatever the case was.

At the same time this is going on, we look and see that they lose, what | call, three pretty key executives. The Chief of Marketing and Sales, he was
tremendously well-respected in the industry; they lost a CEO and the plans changed of the initial announcement; and their Operating Chief
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announced his retirement early. With all that going on, we felt like it might be an opportunity here. So we picked up the phone and we made a
call. And shame on us.

Brandon Oglenski - Barclays Capital - Analyst
Thank you.

Bill Ackman - Canadian Pacific Railway Lid. - Member of the Board & Pershing Square Capiial Management Founder

One thing, that {'m correcting the record. The NS said that we refused to sign a confidentiality agreement and that's why they are willing to talk to
us but we refuse to sign a confidentiality agreement. it was the confidentiality agreement - first of all, we're very happy to sign a confidentiality
agreement,

It was a small part confidentiality agreement and big part, a stand still agreement. And the stand still agreement said you cannot stake a proposal,
you can't do anything for two years. So of course, we could not sign it. If NS said to us, you know what? We want you to sign a confidentiality
agreement so we could speak to you in confidence about various things, we'd do it tomorrow and we'd sit down.

Mr. Squires is a lawyer. He knows the difference between a confidentiality agreement and a stand still agreement. And he misted shareholders
when he said we refused to sign a confidentiality agreement. As a lawyer, he should aiso know how to structure a transaction that minimizes risk
to his shareholders. And this is what we proposed. A transaction where the downside is some legal fees. Frankly, we're happy to pick them up if

the transaction fails, we can't get trust approval.

it is a zero downside other than some legal work. And the upside as we've described, is obviously enormous. Those are the kind of deals we have
to do. And when you are In a situation of conflict, i.e, your CEQ is likely to lose his job as a resuit of the transaction, you've got to take these things
even more seriously and with more independence. And the Board and leadership on the Board has to take a very important laboring aware inthe

situation.

Hunter Harrison - Canadian Pacific Railway Ltd, - CEO

in that way, my first opening in our visit with Mr. Squires, was { asked him if he wanted to be CEO with the new co, and he said it was about
shareholder value. 56 he's not yet responded. So | don't know where he's going te be.

Operator
Walter Spracklin, RBC,

Walter Sprackiin - RBC Capital Markets - Analyst

Thank you very much. Good morning, everyone. Thanks for taking my call. | guess my question and | guess you've ~ certainly Bill's slide on the
options, the two options in front of Norfolk Southern shareholders is quite compelling. I'm going to move a step ahead now and suggest that if a
third option were to come on and if Norfolk Southern were to look to a third-party — to another railroad for a hookup potential, is that something
that would be cverly — would that be so compelling because of the interchange access points and so on that you would not still be interested in
engaging that? Or is that — how would you react to that scenario and Bill, certainly you will have had very much experience on this much more

than anybody else. How would you see that unfolding?
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Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

From the railroad standpoint, look, if they make a deal with somebody else and it works and it is got all the compelling issues that we've talked
about here, more power to them. I'm not going to object to mergers. We are not trying to be Johnny-come-lately here. What works for us today,
doesn't work next week. We are not opposed to given that you can live up to the rules, mergers. We think they're good. We are think they are

healthy.

We think -- lock, what is going to happen to the infrastructure in the US, East of the Mississippi going forward? You don't want to build any railroads.
You don't want to have any mergers. What is going to deal with the growth? All | hear people saying is, ne. But nobody's got a positive idea.

We've got two — all of a sudden | wake up this morning about 3:00 in the morning and I start reading from two former Commissioners, Chairmen
of the Board, who've got all kind of ideas and all they say is no. Who has got a positive idea? So look, | don't have any problem if they've got a better
partner. | don't know why they would not like us, our lipstick or what, but more power to them. Congratuiations.

Walter Spracklin - RBC Capitai Markets - Analyst

{ guess Hunter my second question here is you've obviously had a tremendous amount of success when you were outside of the CP organization
looking in and seeing the opportunity that you could -- the cost opportunities that you could achieve as an outsider at that time. As an outsider at
Norfoik Southern jooking into that organization, is this simply do you just see the exact same type of opportunities? In other words, taking a very
successful operating model approach and just rinse and repeat?

Or do you see something they are doing wrong, perhaps on the coal infrastructure standpoint that you see some low hanging fruit that just get
me at it, | can turn that around pretty quickly? In other words, is there a big difference between what you did at CP and some of the opportunities
you saw at CP from the outsider looking In to what you see at Norfolk Southern?

Hunter Harrison - Canadian Pacific Raifway Ltd. - CEO
Yes and no. They are two different organizations. Clearly in my view, Norfolk Southern going in has and had much, much better infrastructure.

Okay? And in fact, the last visit | was over there, they told me when | got there, you are not going to like this. You're going to think it is gold-plated.
You're going to think we've got too much of this or that, and | did. But it was a philosophical disagreement.

Now, in how to run a railroad day to day and to execute, [ felt like that both of them were making similar mistakes in different type circumstances.
I'm not trying to say this is the only way to run a railroad, that we've got some magic wand. ! can just tell you that what we've done, it hadn't changed
since I've been CEO, it is the same formula. We've been doing it 22 years. It is been successful and it works and we are going to stay with it until

somebody comes up with a better mousetrap.

it is so simple and basic and doesn't have the complexities, peopie don't like it. It is understandable. Everybedy knows what the issues are. So [
don't think — my bet is if with all these hurting we're talking about, if | end up getting to spend some time at Norfolk Southern, | think one of the
things I'm going to find is a hell of a bunch of good railroaders.

Bill Ackman - Canadian Pacific Raifway Ltd. - Member of the Board & Pershing Square Capital Management Founder

To that point Hunter, maybe you can talk about how can you just you go over there, are you planning to recruit lots of people into it? How do you
operate? | think it is important for people to understand.
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Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

That had not been my MO. Although we for whatever reason, we had to do little more at CP than normal. But | don't have a team, a traveling team.
It is me. And a few comments on a piece of paper and it is evaluating the staff and sitting down with pecple and saying, look, I'm looking for the
best athlete. ! don't care where you came from, the IC, or the CP, or the CN or where came from. I'm looking to create shareholder value and puta
hell of a team together and | know that that Company, NS, has some wonderful railroaders.

Somehow, if | have to be outside looking in, and I'm limited here, they've got a little off track. Leadership or something happened that they've had
some slippage. But it doesn't mean they cannot be bouncing right back. So do | plan to go in there if | was ever given the opportunity with some
hatchet and start — no, we need good talent. You don't get rid of it and throw it away.

You take good athletes and you develop them. And you develop a certain espirit de core and the team spirit we're in here together and we are in
here for the shareholder and it gets to be fun. That's when you start creating the type of environments that Keith and | have experienced at llinois

Central, at Canadian National and at CP.

Waiter Spracklin - RSC Capital Markets - Analyst
That's very helpful. Thanks for the time, Hunter. Much appreciated.

Hunter Harrison - Canadian Pacific Railway Lid. - CEO
Thanks, Walter. Appredate it.

Operator
Allison Landry, Credit Suisse.

Allison Landry - Credlit Suisse - Analyst
Thanks. Good morning. in your approach to valuing pro forma, the pro forrna Company as outlined in the presentation, doesn't appear that you've

made any allowances for give backs to customers or costs associated with environmental mitigation. And both of these could prove to be material
judging from past deals whether it is Conrail or the CN EJ&E. Do you think there will be some value leakage during the approval process related to

this?

Hunter Harrison - Canadlian Pacific Raifway Ltd. - CEO
Allison, I've talked about that a good bit. Look, the old days are kind of over, This is the most classic end-to-end that I've ever seen in the three for

two, two for one, which is why we addressed all the competitive issues. So | don't plan on -- we are not going to any other railroad or any customer
and make some cash overture to buy a deal, number one. That's in the past.

Environmentally, that's a different issue. And we had not had an opportunity as Mark alluded to earlier in his comments, to do any due diligence
relative to environmentai. But to Bill's point, if there's a whole lot of environmental exposure that we are not aware of and the numbers don't work,

the deal is off.
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Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

What Hunter is basically saying, the kinds of -- we don't have an obligation to pursue a merger that destroys shareholder value. This transaction is
step one, put CP in trustand put Hunter at NS, And again, if itis not approved, we tear things up and fold the tent. If it is approved, Hunter is running
the Company. And then, it's an 18-month process where we're working very closely with the STB on getting approval on terms and conditions that
make sense. If the terms and conditions don't make sense for environmental reasons or otherwise, we don't have to go forward with the ultimate
merger, we separate the two companies and we have two publicly traded railroads within a year or two of the denial of the deal.

Mark Erceg - Canadian Pacific Railway Ltd. - EVP & CFO

The only thing I'd add is we don't know what we don't know. But Mr. Harrison does not have a history of going in and taking large restructuring
charges. That has not been the case in the past. All the reductions that we've largely affected have been through natural attrition and so we don't
expect there to be big charges or write-offs. That's not Mr. Harrison's approach, at least not in the past.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

I guess Allison, | certainly appreciate the issue you raised, particularly from a shareholder perspective. I'm hard-pressed to understand why those
railroads are trying to help us and don't want us to get exposed too much to these issues that we are not smart enough to deal with.

Aflison Landry - Credit Suisse - Analyst

Understood and thank you for that. And as a follow-up, to the earlier comments on Norfolk's potentially elevated capital spending in the past. And
i know in the presentation one of the assumptions was for the combined entity and your outlook for what the CapEx profile would look like over
the next several years. But could you comment on how much you think you can reduce spending at Norfolk on a standalone basis?

Hunter Harrisen - Canadlian Pacific Railway Lid. - CEO

I have not really - honestly, | had not peeled back the onion all the way to really get delve into every bit of capital. | know, and this is not clear. 1
know there's different philosophies about assets and about how many routes you should have and so forth. And my last trip over to Norfolk Southern
which was four or five years ago, what | saw was a railroad that was in really good shape that had a lot of assets sitting around.

And that what | have read and looked at philosophically and what we have been able to do, Keith has been able to do here, he's effectively, we
were hoping to take initially a two or three year holiday for locomotives, and it locks like now we're going to be taking six-year plus holiday. That
right there, just locomotive, is huge, So | think it is going to be — it is going 1o be substantial but at the same time, | don't want to put a mark on it
and say exactly what they did wrong or | don't think that's fair on my part.

Keith Creel - Canadian Padific Railway Ltd. - President & COO

if 1 can add a little color to that Hunter and Allison, working with Hunter for the past two decades, what he's taught this team, what he's taught me,
is how critically important it is to just be a steward of capital. Have the right capital spend, not irresponsible capitai spend, be it iong, be it short.
We come to CP, CP was grossly underinvesting this physical plant. The first call on capital from an operating perspective is to make sure we maintain
a safe railway.

Once you've got that base covered, which is what we've been having to do for the past three to four years is catch-up capital so to speak, then you
can take alook at your physical plant, what your assets are, what your business levels require and then you pace your capltal against that. So again,
it is back to being a steward. Don't spend a dollar of precious capital until you've improved and exhausted all operational opporiunities for

efficiencies. Don't just throw (inaudible),
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So that's simply said but that's exactly the way we manage our capital day in and day out. So if capital is being spent in excess, then obviously,
we're going to take a lock at it. If it is not in certain areas, then maybe we increase it. So a lot of that has to be looked at day-to-day. You've got to
kick the tires, you've got to get boots on the ground to be able to answer those questions. Fundamentally, that's the way we manage capital.

Bill Ackman - Canadian Pacific Railway Lid. - Member of the Board & Pershing Square Capital Management Founder

Maybe | can just add a Board perspective. So when we got involved here, one of the criticisms levied against quote-unquete activists or a hedge
fund manager on the Board, is are we going to push for buybacks? Are we going to model out the Company's spend the money it needed? And
from the first day, number one, -- and we actually never upgraded the dividend, we said to Hunter, you have whatever you need, blank check, we
trust you in allocating the capital resources of this Corporation.

And we took CapEx money, | think it was $850 million the year before he showed up and this year itis $1.5 billion. And look at the benefits that
we've gotten from the investment in capital. Now, the Company's now projecting next year to take that $1.5 billion down because you are finding
that you fix the plants, if you will, and it doesn't require as much capital. So the purpose of the model, we used to call it, simplifying assumption of
CapEx being a percentage of revenues. But this team doesn't spend CapEx based on a percentage of revenues. This tearmn spends CapEx based on
one rail tie at a time.

Humter Harrison - Canadian Pacific Railway Ltd. - CEO

It depends on the audience. If you are talking to shareholders in the finance community, they don't want you to spend any capital. if you are talking
about an opposing rallroad and you are not spending capital, you are cutting to the bone. So one way you are wrong either way you go. And to
Keith's point, that's the way you look at it is this. You look at it where you need it. You don't get in some routine of saying we're going to spend X
amount of millions this year for everything. If you don't need it, depends on turn miles or other issues, But we feel like bottorn line, there's some
opportunities there.

Allison Landry - Credit Suisse - Analyst

Got it. So focus on is efficient capital spending. Thank you for the time.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO
Tharnks, Ailison.

Operator
Ken Hoexter, Merrill Lynch.

Ken Hoexter - BofA Merrill Lynch - Analyst

Great, good morning and thanks for the slides and info. Just a question on Norfolk Souther versus CSX last year. You talked a lot about CSX. Hunter,
mnaybe just talk a little bit about what makes this move more right? They highlighted the minimal connections and overlap in part of their rebuttal
discussion the other day. I'm just wondering why this became the more, the bigger focus? You mentioned last time [ think in your initial, we
recognize we made some mistakes. Why then did you choose not to revisit that topic again as opposed to going here?
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Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

1 want to be very delicate here and that's not my strong suit. It just didn't fit in Florida. It became clear and obvious that they've got some of the
same issues as far as regulatory approval and we didn't even get beyond that. And once again, we were responding to a request of thelirs.

And I really thought that it was totally inappropriate the way we were treated, which is important to me in the culture of an organization. | like to
be able to trust people, to shake their hand, make a deai and it just became evident to me quickly that there was a split, that they weren'tin common
ground and that wasn't going to work. Because there's one thing to get these deals done as | said initially. It's something else to make it work down
the line, You've got to do both here or this is not successful.

So Ken, it was our judgment that that just wasn't the way to go. So then, given the other changes that were happening that | talked about with
personnel and so forth from an NS perspective, and we had -- we knew and we felt like that NS had a much stronger physical plant. And it was
arguable and debatable internally about markets and extensions and that wasn't compelling (technical difficulties) either way that we feltlike there
was an opportunity to work with NS. And so we are now pursuing that and that's the reason why.

Ken Hoexter - BofA Merrill Lynch - Analyst

Appreciate that, You talked before about the level of public interest and the IC-CN. Was the ruling in place to have a demand or an interest for
publicinterest? Or is that — was that pre-the new revised rules? | guess what I'm asking is has the public interest has been tested yet in that part of

the -7

Hunter Harrison - Canadian Pacific Railway Ltd. - CEQ

I would say yes and no. The lawyers would say no, but | would say yes. Because it was implied without being said in the public interest that there
was something that you tried to do with the trust even before it was written in the rule and it was not in the public interest, it was probably going
to be turned down in the trust process under a different name, if you will.

But the public interest — you know what public interest is? It brought it out and keyed it up and said no, it is exactly the public interest. But it's such
an ambiguous statement that anybody can argue any case. What the heli is public interest? Okay? Get that defined for me. So we can argue about
that for two or three years, what's in the public interest? What's in one public's interest is not in another public's interast. So that's just a way of in
my view, it is a2 way of removing the rules and let the bureaucrats deal with it, which is dumb.

Ken Hoexter - BofA Merrilf Lynch - Analyst
Appreciate the two hours you've given us, thanks for the insights.

Hunter Harrison - Canadian Pacific Raifway Ltd. - CEC

Sure.

Operatar

Jason Seidl, Cowen and Company.
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Jason Seidli - Cowen and Company - Analyst

Thank you, guys and good moming. First, just on the voting trust. Bill, you laid out that you're belief that this transaction adds a [ot of value, So if
you apply for a voting trust and it gets turned down, is there a step that you could take to adjust the voting trust so it would be more palatable?

Paul Guthrie - Canadlian Pacific Railway Lid. - Special Counsel to the CEQ

Yes, this is Paul Guthrie. We could make changes to the voting trust if we've received feedback from the STB on a certain area.

Jasomn Seidi - Cowen and Company - Analyst

What's usually the timeline for something like that? Is it instantaneous?

Paul Guthrie - Canadian Pacific Railway Ltd. - Special Counsel to the CEQ

I don't know.

Bill Ackamar - Canadlian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

| think the point is, it is not that we just put together a little package, tie it up in a bow and stick it in a mailbox and then we wait 90 days and they
come back and say yes or no. | think it is going to be an iterative process. If there's something wrong with the application or they have concerns
or the public interest feedback was such that they wanted us to make modifications. If those make sense, we will make them. Paul, what is the
timing from a regulatory standpoint? Explain why we think it's 60 to 90 days, just to answer that question.

Paul Guthrie - Canadian Pacific Railway Lid. - Special Counsel to the CED

The STB in the merger rules, did not provide a time. It said that they would allow a brief period for comments on the voting trust. So we are using
two to three months as being the outside of a brief period of —

Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

One of the other things that's Interesting about putting CP in trust, is CP is well down the road of its 3.5 years into the turnaround printing sub-60%
ORs. It is not going to be harmed by being put in a trust. Norfolk is really the railroad that requires the turnaround and Hunter's going to be there,
And that's not going to be in trust. So it is less awkward to execute a turnaround at NS if it's not in trust. And we think that should resonate, make

the trust approval process even easier.

Paul Guthrie - Canadian Pacific Railway Lid, - Special Counsel to the CEO

And the trust, remember why the trust was put in place. In some ways, it's a learning lab that allows the regulators then to see end market what
actually happens. During that period of time, if we don't improve service, increase competition, then shame on us. We're very confident that we
will be abie to demonstrate all those things, that we'll demonstrate we are increasing the public good during that period. And at that point then,
the regulators will have a assurances because they will have seen it in the real in the real time.
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Jason Seidl - Cowen and Company - Analyst

Okay. My next question is a piggyback on what Allison was talking about. You mentioned the elimination of paper barriers. Do you foreses some
pushbacks from some of your short-line partners especially those who purchased certain properties with those paper barriers intact? And that was
in their financial plans when they purchased it and how much they paid for them. Do you foresee having to compensate them in some way for
this?

Hunter Harrisen - Canadian Pacific Railway Ltd. - CEO

No. This is all in their interest. This is a case effectively — let me give you a case, where a Class | buys a short line but says -- sells a short fine, but
you've got to give me the business. So this is opening things up again more to competition. It is a line, the short line tc act as they need to actin
the marketplace. And it's the case where the Class | cannot come in there and do the transaction but say, here's the rules to the transaction. If the
short lines want it another way, we will address that. We're trying to pro-competitive. We are trying to remove these barriers that railroads have
hidden under. We are willing t¢ deal with it. Others like that protection.

Jason Seidl - Cowen and Company - Analyst

Gentlemen, thank you for the time.

Operator
Jeff Kauffman, Buckingham Research.

Jeff Kauffman - Buckingham Research Group - Analyst

Bill, Hunter, thank you very much for your time today. A quick follow-up with Paul and then a question for Bill and Hunter. Pau, if | understood
what you were telling Jason that this the voting trust is not a binary outcome, That it is an iterative process and that you will get feedback through
that process as to what would be preferred. That's correct?

Paul Guthrie - Canadlian Pacific Railway Ltd. - Speciaf Counsel to the CEO

Excuse me, | said we might get some feedback if there was a particular issue that the STB wanted us to address on the trust, then we would lock
at that, of course.

Jeff Kauffman - Buckingham Research Group - Analyst

Okay. Very well. And Bill, a question for you. You are on the investment management side. You do know that in pericds of uncertainty, investors
tend to look three months instead of three years and cash in hand is always better than cash on the come. When you reevaluated the offer, | think
! understand why the cash came down because you said you were getiing it now but were increasing the equity share.

Did that feedback come from Norfolk investors that had indicated to you ves, we would be comfortable with this? Or is this a situation where as
you begin to engage Norfolk's investors with the new offer, if they indicate a preference for cash over stock that you would be amenable to that?

Bili Acloman - Canadian Pacific Railway Ltd, - Member of the Board & Pershing Square Capital Management Founder

I weuld guess from our perspective, we would rather have more cash and less stock because we think the stock is very valuable. The strength we
have is how much we can borrow today and still remain a strong investment grade Company. The reduction - before; we were paying for the
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transaction in two years and the collective borrowing capacity of the combined railroad was greater and therefore, we could pay with more cash
and still maintain - it was driven off of EBITDA multiples of debt.

L]
We woulid be Happy to reduce the equity component and increase the cash component. We could do that. To do it dramatically, we have to go
raise some additional equity. So we are at the point here where - the sharehoiders who are looking at this deal are not going to approve it based
on $33 or $45 in cash, What matters here is the stock component. if you believe in Hunter Harrison and if you be the transformation of NS, then

you want as much stock as you can get.

The way we wil! set this transaction up is we will give shareholders an opportunity to elect cash or stock and we'll prorate and if people want cash,
they can have as much cash as is available. What | think you will find is the vast majority of shareholders are going to elect stock and the stock will
be the scarce asset here. So anyone who wants cash is going to be able to get cash. And of course, this is a big liquid company. The reason why
they are going to want stock, is the stock is going to increase meaningfully in value when the transaction closes.

Mark Erceg - Canadian Pacific Railway Ltd. - EVP & CFO

And remember, all the operational improvements that we discussed, we're fiterally just moving things to the Class | average. We have not overreached
atallin the synergies. So there's $1.8 billion here effectively between the pre-merger operational improvements and the post-merger combination
synergies effectively to share. And with pro forma ownership of 47%, that's in essence what we are offering here, is access to this massive pool of

value creation for both our shareholders.

Jeff Kauffman - Buckingham Research Group - Analyst
Okay, gentlemen. Thank you very much and best of fuck.

Operator

Turan Quettawala, Scotiabank.

Turan Quettawala - Scotiabank - Analyst

Good morning and thank you for taken my question. | guess first of all, are you proposing any mileage limitations te your network asset of options?

Hunter Harrison - Canadian Pacific Railway Ltd, - CEO

In the terminal, no. We have not — this is a different precedent in the US. In the US, people try to relate it to inner switching in Canada and it's
—they're two different animals. In the US, if you go back and use the old switching districts or reciprocal switching, you had cases where people
that were five miles from the center of downtown, were not open to switching but somebody that was 60 miles out of town was. it was negotiated
between each shipper and the carrier. So we at this point are not, have not proposed any mileage and that is something where we would be open
to discussion by Gateway or with Norfolk Southem or whatever it takes to meet the marketplace needs.

Turar Quettawala - Scotiabank - Analyst

Tharik you, Hunter, for that clarification. And | guess one more question in terms of, obviously, you've created a lot of shareholder value for CP
shareholders. I'm just wondering if you can comment a little bit on when or if the risk becomes toc much for CP sharehoiders on this fransaction?
And I'm not necessarily talking about the monetary terms because obviousiy there's a ot of accretion here. But just in terms of process, is there a

point where you would call it quits because of the risk for CP?
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Hunter Harrison - Canadian Pacific Rallway Ltd. - CEO

No, I don't think sc. | think to build and/or Keith's points earlier, [ think one of the things that I'm proudest of in this model, is it's sustainable. And
it works at CN very well right now. I'm sure they modified it and done some different things but the basic fundamental, same model.

And I think that we have taiked to people at CP, the fundamentals of this style of raiiroading, | think that we could not have a better individual then
Keith Creel to be at CP and 1 just think for there to be slippage or risk at CP, that is something that does not - I don't even think about it. If | did, I'd
give it a quick thought, marked it off and i've gone onto other things. So no, | don't think depending on where my shares are whether NS, CP or
wherever they are, they are going to be in good hands if Keith’s running the ship.

Turan Quettawala - Scotiabank - Analyst

I guess from a regulatory standpoint Hunter, is there any more regulatory risk that you could take on from a CP standpoint?

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

{ guess you'd have to help me define that. 1 think that we have — I think we could do the same thing that we've offered, our model. I don't think
standalone, it would lead the Company. If there's any more risk, | think it happens to be a strengthening mechanism. That if you look at the best
carrier, the best two carriers, and you put them together and they are the strongest and they are the best and they can open up competition and
itis a bigger playing field, that's exactly what you want. It is to create competition. | think competition is good and | think we would be on top now
and let the rest of them come after us and that's all good and heaithy.

Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

On the regulatory risk, { don't see regulatory risk and here's what | mean. There is a risk that the trust gets turned down. But the cost at that point
is just the legal fees that you've incurred for the 90 days that you spend trying to get a trust approved. If the trust is approved, you'll have your own
estimates for what earnings are going to be for the combined Company. But take our 16 40 or whatever, what do you think that grows to over
time, what multiple you put on that, that's the stock component of the transaction.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO
But i think this relates not directly to the trust. But set the trust aside for wasn't a trust, just the regulatory requirements of the STB.

Bifl Ackman - Canadlian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

But we don't have tc — the Company can just operate independently going forward. We can separate the two in a spinoff if the regulatory
requirements are too onerous. So there isn't — we structured a transaction without regulatory risk of any consequence.

Turan Quettawala - Scotiabank - Analyst

No, that's fair, Bill. | guess maybe one last one then. In terms of the regulatory side, is Hunter moving and what in trust are there? So they're both
connected or is there a possibility that you get the award in trust and then the STB says Hunter cannot move?
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Bilk Ackman - Canadian Pacific Rallway Ltd. - Mernber of the Board & Pershing Square Capital Management Founder

They are connecied.

Turan Quettawala - Scotiabank - Analyst

Okay, fair enough. Thank you very much.

Operator

Donald Broughton, Avondale Partners.

Dionald Broughten - Avondale Partners - Analyst

Good morning, gentemen, Thanks for the long call. Most of my questions have been answered at least to the extent they can be. Obviously
throughout the last 20 years, I'm convinced Hunter is the Michael Jordan of railroading and further that analogy, certainly Keith's the, although he
looks like John Paxton, he's the Dennis Rodman, the Scottle Pippin, the Horace (laughter) of railroading. (Inaudible).

But wow us with a detail of explanation. It is not the average age of the locomotive fleet. So where is the disparity in the fuel effidencies? Is it idle
time, is it network design, is it congestion, topography, velocity? Where is it, guys?

Hunter Harrison - Canadian Pacific Rallway Ltd. - CEO

Itis all of the above but the one biggest place is just the number of locomotives. If a locomotive in the wintertime is idling {inaudibie) locomotive
is probably -- I've been away from the field too long, but three or four gallons an hour just idling. The fewer locomotives you have that are sitting
there idling, the less fuel you are utilizing and we have a philosophy of just maybe bare-bones locomotives. And | think the NS philosophy is to
always be sure they've got plenty of locomotives. It's a hell of a premium to pay. Is it wrong? You can argue that but that's where it is. And the
maintenance and all that goes with it.

Donaid Broughton - Avondale Partners - Analyst

Thank you, gentlemen.

Bill Ackman - Canadlian Pacific Railway Ltd. - Member or the Board & Pershing Square Capital Management Founder
Thank you.

Operator
Steve Paget, FirstEnergy.

Steve Paget - FirstEnergy Capital - Analyst

Thanks for everything. I've lived near in Calgary, near the CP all my life and [ should say that physical transformation in CP in CP's properties in the
past three years has been remarkable. My first question, you've spoken about US regulators. CP is very critical and historic piece of infrastructure
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that's in Canada, a country where even a conservative government was willing to block mergers. What if the new government, a liberal, more
interventionist government, block the merger or sought to block the merger?

Bill Ackman - Canadian Pacific Railway Lid. - Member of the Board & Pershing Square Capital Management Founder

Maybe we can take that in two parts; the trust part from a Canadian point of view and maybe then the merger part.

Paul Guthrle - Canadian Pacific Raifveay Lid. - Spedial Counsel to the CEC

We don't anticipate that there would be an objection from the government to -- or even a review of the trust, voting trust structure from the
Canadian side. That's an STB issue.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

And | think our advise, | think we have been sensitive to both organizations that they had both have tremendous tradition, CP and the Western
Canada and throughout Norfolk Southern with its thoroughbred and all its traditions, the two wonderful raiiroads which was the reason for the
thought of setting up a holding company so these two entities would not be lost in the shuffle. And | think that — and I'm certainly not an expert
on Canada regs, but in visiting with some advisors, | think it is safe to say, Paui, they feel like from a Competition Bureau standpoint, that as long
as we meet some of the rules of engagement here, that this will be approved from the Canadian Competition Bureau.

Pautl Guthrie - Canadian Paciiic Raifway Ltd. - Special Counsel to the CEO

Correct.

Hunter Harrison - Canadian Pacific Raifway Lid. - CEO

But we're certainly sensitive that we have to have that approval also.

Keith Creel - Canadian Pacific Railway Ltd, - President & COO

Steven, from a practical standpoint, ifyou are a Canadian shipper, think about the power of reaching market single line service East of the Mississippi
that you previously hit a brick wall with in Chicago. If you're a US shipper, think about the same in reverse going to Western Canada. it is a very
compelling service offering.

Steve Paget - FirstEnergy Capital - Analyst

Thank you, gentlemen. My next question follows up on your statement, Keith. Assuming the merger clears all hurdies, looking at the map of the
combined CP-NS, let's think about a railroad with 11 Gulf Coast Atlantic ports, or sorry, 12, and one on the Pacific to the far Northwest. What does
that give Canadian customers? Better access to Tidewater?

Keith Creel - Canadian Pacific Railway Ltd. - President & COO

It gives you better access to Tidewater. it gives you access to market that you cannot even scratch today. Major metropolises East of the Mississippi,
seamless service. If you're a customer that owns assets that owns cars that currently have to go through a two line service, hand off so to speak, be
it with either of the Eastern carriers, to our railroad or others. Think about the asset cost that just melts away when you've got one accountability,
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you've got one very efficient network, you've got speed improvements, so mono roll, you've got reduction in tell in terminals, you've got less
handling. It's very, very compeiling from what it is does for them and that marketplace competing against their competitors, win market share and
its very compelling to their bottom line.

Steve Paget - FirstEnergy Capital - Analyst

Thank you and those are my two questions.

Keith Creel - Canadian Pacific Railway Ltd. - President & COO

Thank you, Steve.

Cperator

Steve Hansen, Raymond James.

Steve Hansen - Raymond James & Associates, Inc. - Analyst

Hi, guys, just a single one seeing that we're extended here. Given that the financial benefits seem pretty compelling, it does strike me that
self-preservation and/or potentially the cultural impact might be one of Norfolk's potential reservations here. And | guess hence their cut to the
bone commentary. In this context Hunter, Keith, I'd just ask that you maybe speak to your plans for the $550 miliion in workforce productivity
specifically and perhaps there's some historical context? What kind of roadblocks culturally you've encountered at CP and how those have tumed

out over time?

Hunter Harrison - Canadian Pacific Raifway Lrd. - CEC

I will start. | don't think there's been any special hurdles given an organization that's gone through the change as we have, Change is aiways difficult
for people to deal with, all of us. But with all the change for an example, in the headcount, which right now is close 1o a third and that's just fact,
I'm not bragging, it is just fact. | still think we can say there's very few, if any, people that want to work that cannot go and be fully engaged and
employed.

This has been through various natural attrition in retirements and whatever, and I think that would be the same with NS. 'm not a big — I think
somebody mentioned earlier, I'm not a big special charge guy. 'm not a big buyout guy. I'm not a big pay in New York doc. You don't get a lot of
return on those bucks. S¢ these are sound, fundamental good railroaders. They understand, they've been through change before, And | think the
key with us, like with any organization, if we sit down and tell them what we are going to do and why we are going to-do it, they get it and they
will run for you. If they don't, then you have other issues.

Keith Creel - Canadian Pacific Raifway Ltd. - President & CGO

Let me, if | can, get a little bit more granular from an operating perspective. | will talk about things that | deal with day in and day out operating
employees. (Inaudible) employees. You think about the culture issues and you think about the changes, it's certainly significant.

But at the same time, you think about where we are at today, three years, 3.5 years later, we've just ratified collective agreements on our US properties
that are very progressive, hourly agreements, that are quality of life, certainly substantially more money. | would suggest that CP's locomotive
engineers are extremely proud to be working into Elkhart, Indiana making $48 hour and have a better quality of fife. It's a very compelling value
offer from quality of life and from compensation, that to me it just makes too much sense.
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So down the line, that's an opportunity as well. Something that we'd certainly look at and take under advisement. So | think it is more, certainly
more upside. if you are not afraid to come to work and give us eight hours of productive work, you're going to get eight hours of pay or 10 hours
of pay. We certainly, if you're going to be the most productive railroader, we don't back away from making you the highest paid railroader.

Steve Hamsen - Raymond Jamnes & Associates, Inc. - Analyst
That's helpful, guys. Thanks, that's it for me.

Hunter Harrison - Canadian Pacific Rallway Ltd., - CEO
Thanks.

Operator

David Tyerman, Canaccord Genuity.

David Tyerman - Canaccord Genuity - Analyst

Good morning. Just one quick question, So Mr. Hunter Harrison, you are considerad the pretty critical part of this, so two parts to that. One, how
long do plan to stay to achieve what you are planning to do? And two, who would back you up?

Hurnter Harrison - Canadian Pacific Railway Ltd. - CEQ

I've said the other day and | think the Bioomberg's — the little bit I've got is invested in this organization. I'm not a quitter. If | go in and take this
task on and we are successful, I'm going to see it through. And when | say see it through, I'm going 1o see it through to approval and see it through
that we've got the ship pointed turned in the right direction.

Behind me to step right in and not lose a beat is Keith Creel, who's been on the cail with us this moming. And | feel very confident that between
us, we can see this through, can get this done, can get this accomplished. And so timeframe-wise, if | had to put a number on it, | would say
somewhere around 2018, 2019, we will be done, have this thing humming. | will ride off into the sunset and Keith rides in.

Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

Hunter, just to follow-up the question. Let's assume the merger is uftimately not approved, so Keith is staying at CP, you're at Norfolk, how would
you develop a - this has got the same question at the CP merger, we said how do you think about succession? How do you deal with that? Do you
do itinternally? Recruit from the outside? How do you banish the issue?

Hunter Harrison - Canadian Pacific Railway Ltd. - CEO

First, I'm going to try to keep my job. (Laughter). But seriously, | don't know if people understand that. But if this plan works and comes together,
I'm going to be — | will be resigning from my responsibilities at Canadian Pacific, having to sever all financial ties and will become a free agent, if
you will, at Norfolk Southern. And | guess I've got to prove myself again and it will be me alone and | will dc the same thing in developing a team

there. I'm sure there's good peopie there.

Wouid | look externaliy? Possibly, sure. You need to look at all sources that you can possibly look at. But once again, | don't have any — it is one of
the advantages of having to work with as many different railroads as I've worked with in these kind of situations. I've got allegiance to everybody.
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And 50, I'm just looking as ! said earlier, to the best athlete that can — and If it doesn't, then I'm going to work as hard as | can to make Norfolk
Southern the best railrcad in the world and you are all going o have a tough competitor.

David Tyerman - Canaccord Genuity - Analyst
Thank you.

Operator
Benoit Poirier, Desjardins Capital.

Bemnoit Peirier - Desjardins Capital - Analyst

Thanks for taking that call and taking my question. Bill, how concerned are you that activists will step in and your sharehoiders will get (inaudible)?
Assuming proposal with NSC doesn't work Hunter, and the shareholder are not engaged with that proposal, would you pursue M&A with other
railroads?

Bili Ackmnan - Canadian Pacific Railway Ltd, - Member of the Board & Pershing Square Capital Management Founder

On the first part, I think that - a few things, Number one, we are in an unprecedented, | would say commodity price environment, particularly with
respect to thermal coal, things like that. I don't believe that there's a shareholder of NS who believes that Management's recent statements about
getiing to a 65% OR in five years are credible particularly in light of the environment, That, obviously, puts a lot of pressure on Norfolk over time.

And if | were a shareholder of the Company, even if 'm not an activist, | would say every shareholder today is an activist. Every big institution, t
don't care whether you're VanGuard, State Street, Fidelity, Capital Research, you care about the companies you invest in. If you think they are not
observing their fiduciary duty in considering a transaction they should consider, you're going to tell that to Management and you may tell that to
the Board of Directors either over the phone or in writing. That, i think has a huge impact.

And then just the dynamics from an activist investor point of view, they are already have been a number of activists who have contacted us and
Hunter. 5o, it is out there. | think it is a reasonably likely event. But { don't think it is going to have to go there. | think that there are a lot of reasons
why this makes just tremendous sense and we structured it in a way to minimize regulatory risk, get a quick answer on the trust issue and have
flexibility and optionality on whether we enter into a merger or not.

Again, we think it is more likely than not at the end of the day these entities merge and if they don't, it is literaily a paper transaction to separate
the companies and just spin one off the other. That's about as a low-risk transaction you can identify and you get the benefit of the greatest
railroader of all-time as your compensation for going through the process. So | think that's going to be very, very appealing to shareholders.

And | think it can be very helpful for the analyst community to weigh in and for you to put together your own estimates in what this CP-NS, where
it's going to trade come May of 2016 and after. And 1 think that's going to resonate meaningfully with the Board of Directors of NS and 1 think we
can avoid all of this proxy and other stuff. | think this will ultimately at the end of the day be a friendly consensual transaction. They usually are.

Hunter Harrison - Canadian Pacific Railway Ltd. - CEQ

Benoit, just to the questicon of, if this doesn't work — other opportunities. | think we will not change our view of the potential that mergers have
and [ think it is important that even beyond the shareholder creation, | think personally, as a US citizen and as a North American, it is important for
North America, it is important for the US.
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Now are our options becoming a little more limited? Is this change that I'd try to create a little more difficult maybe then | thought? Yes. But | think
that that's not something we come off our radar screen. (tis not something we are obsessed with. it is not something that just doesn't work. We've
got plenty to do to even enhance CP Railroad even further but it is something that I think will happen eventually.

Bill Ackman - Canadian Pacific Raifway Ltd. - Member of the Board & Pershing Square Capital Management Founder

The other thing I'd say is our stock is incredibly cheap. And so, our cther alternative uses for capital are to retire shares. Thatis a very value creating
thing for us to do at the curmrent price. One other thing I'd say, is one of the other comments made by NS was that this was quote-unguote,
opportunistic timing. And | will point out to them that our stock is down at least as much as theirs is, if not more for the year, and we are Issuing -
we view this as issuing very cheap paper. So it is expensive equity we are issuing, but because of the synergies and because of the relative share
prices, this is still a transaction that makes tremendous sense.

Benoit Poirier - Desjardins Capitai - Analyst

Okay, thank you very much for the time, gentlemen.

Hunter Harrison - Canadian Pacific Railway Lid. - CEO
Thanks, Benoit.

Biti Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

One last question, Hunter, or do we keep going?

Hunter Harrison - Canadian Pacific Railway Ltd, - CEC

Cne more.

Operator
Justin Long, Stephens.

Justin Long - Stephens Inc. - Analyst

Thanks for the time and | will keep it to one as well. Thinking about the $1.8 billion in synergies, it seems like the pre-merger operational improvements
are predicated on getting NS's metrics to industry averages. But could you talk about the methodology and confidence leve! in the post-merger
synergies you've identified? Was your approach to make a conservative assumption on that and then try to refine that number as you complete
the diligence process? Can you help me think through that?

Mark Erceg - Canadian Pacific Railway Ltd. - EVP & CFO

Yes. Certainly. So just for just an example, if you look at the support functicn area, we cbviously have a very large, back-office so to speak, to keep
track of ail the movements of all the cars and everything that we do. Obviously, Norfolk Southern has a similarly large organization. As we've done
our benchmarking, we believe that we are close to best-in-class as it relates to that.
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And by putting in shared service centers at the right type of information support systems and things, we're very confident that (technical difficulties)
we can take the support function numbers that we have and dramatically reduce those. We were very conservative there as well, We effectively
looked at our support functions and we assume that the eliminations would take place with respect to that over natural attrition and we're very
comfortable with that.

So we haven't overreached frankly, on any of these synergies. You heard 8ill talk earlier abcut Mr. Harrison's track record, every time that he has
putoutnumbers, he's gotten there sooner and quicker and with more value, So we stand by ali of these areas. Each and every one, we went through
every single metric case-by-case, line by line. We have a very credible case that we pulled together for this.

Justin Long - Stephens Inc. - Analyst

Okay, great. Thanks again for the time.

Operator
Scott Group, Wolfe Research.

Scott Group - Wolfe Research - Analyst

Hi, guys. | know it is been long so | appreciate the follow-up.  think most of us get the shareholder value here and from what you said today, | think
we've been kind of dancing around one point on this. Bill, l know you just said you don't think it will come to this, but | want to ask you, Hunter,
are you willing to go hostile? | understand it is not your preference, but are you willing to take this to a proxy contest if the Board doesn't engage?
And if 50, do you think you have the spedific support of some of the larger shareholders that are out there?

Hunter Harrison - Canadlian Pacific Railway Ltd. - CEO
| think — the second part first. We have the support of some large shareholders.

Bill Ackman - Canadian Pacific Railway Ltd. - Member of the Board & Pershing Square Capital Management Founder

We haven't seen this deal yet, so | think the feedback you got Hunter, was they wanted their cash now as opposed to waiting two years. They
wanted their stock now as opposed to waiting two years. | think they're going to be even more interested when they — but go ahead.

Hunter Harrison - Canadian Pacific Railway Lid. - CEO

| think that that answer is, yes. Number two, about the [ease] question (technical difficulty} that our Board has to address also. | told you that from
my view, my perspective, is we are going to work very, very hard to get this story to the shareholder. Uniess there's some compelling reason that
I don't know about that this shouid not happen, call it what you want to, we are going to work and do everything at our disposal to get this to the
shareholder and get a resolution to it. And if that calls for a proxy, so be it.

Scott Group - Wolfe Research - Analyst
Okay. All right, thank you, guys. | appreciate the time,
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Operator

Mr. Harrison, there are no further questions at this time. Please continue.

Hunter Harrison - Canadian Pacific Raifway Ltd. - CEO

You've wom me out. So thanks so much for joining us. And hopefully this has gone a little way towards darifying some of the issues that are a little
-- that some of you hadn't dealt with before and some of us hadnt dealt with before. So we will continue this endeavor and thanks for being with

us.

Operator

This concludes today's conference call. You may now disconnect.
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CORPORATE PARTICIPANTS

Nadeem Velani Canadian Pacific Rallway Limited - VP, IR

Hunter Harrison Canadian Pacific Railway Limited - CEO

Mark Erceg Canadian Pacific Rallway Limited - EVP & CFC

Bibt Ackman Pershing Square Capital Management - CEO and Director, Canadian Pacific Railway Limited

Paul Guthrie Canadian Pacific Rallway Limited - Special Counsel to the CEO

CONFERENCE CALL PARTICIPANTS
Fadi Chamoun B8MO Capital Markets - Analyst
Brandon Oglenski Barclays Capital - Analyst
David Vernon Bernstein - Analyst

Scott Group Wolfe Research - Analyst

Tom Wadewitz UBS - Analyst

Allisen Landry Credit Suisse - Analyst

Steven Paget FirstEnergy Capital - Analyst
Chris Wetherbee Citigroup - Analyst

Walter Spracklin RBC Capital Markets - Analyst
Alex Vecchio Morgan Stanley - Analyst

PRESENTATION

Operator

Good moming. My name is Jessa and 1 will be your conference operator today. At this time [ would like to welcome everyone to Canadian Pacific's
conference call today. The slides accompanying today's call are avaifable at www.CPR.ca. (Operator instructions)

1 would now like to introduce Nadeem Velani, Vice President, Investor Relations, to begin the conference.

Nadeem Velani - Canadian Pacific Railway Limited - VP, IR

Good merning and thanks for joining us. I am pleased to have with me here today Hunter Harrison, our Chief Executive Officer; Keith Creel, President
and COO; Mark Erceg, EVP and Chief Financial Officer; and joining us today Bill Ackman, CP Director and Founder of Pershing Square Capital

Management.

Before we begin | want to remind you this presentation contains forward-looking information. The formal remarks will be followed by Q&A. In the
interest of time, we would appreciate if you limit your questions to one,

It is now my pleasure to introduce our CEO, Hunter Harrison.

Hunter Harrison - Canadian Pacific Railway Limited - CEO
Thanks, Nadeem, and welcome to everyone. Thanks for joining us. In the interest of time, | am going to limit my initial remarks here.
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What we are going to try te do today is add some dlarity to a lot of questions we have had about the enhanced vehicle that we have put together
for this transaction, and we have Mark Erceg and Bill Ackman who are going to talk to that. Mark is going to talk more on the technical terms. Bill
is going to give us more a perspective from a shareholder perspective.

Then I'm going to have some comments at the end that is going to bring you up to speed on where { think this whole transaction is and where it
is going. So thanks again for being with us. And with that let me turn it over to Mark.

Mark Erceg - Canadian Pacific Railway Limited - EVP & CFO

Thank you, Hunter. Last week we tatked about the enormous value we are trying to unleash by combining these two great railroads. And as you
may recall, we believe that the pre-merger operational improvements and what we are referring to as the post-merger combination synergies, can
allow us to capture an incremental $1.8 billion per year for CP and NSC's shareholders.

Importantly, the operational improvements, which represent over 70% of the value we have identified, are not contingent upon final STB approval.
And as we stated last week, are conservative, given that we really are just looking to bring NSC in line with industry averages over a four-year period,
which we are confident we can do. Now in contrast, the combination synergies only become available upeon full STB approval, at which time they

will also begin to phase in over four years.

Thenin addition to operational improvements and combination synergies, we see an opportunity for meaningful tax efficiencies, which we believe
wili resultin an effective tax rate below 30% for the combined entity. And we expect to uncover and monetize redundant or underutilized assets

along the way, which we have not specifically factored intc our analysis.

Now last week we also spent time explaining how we think about the relative attractiveness of our offer versus what | will refer to as the NSC
standalone case, which is based on NSC's undisturbed share price of $79 per share. Today, because of the offer we made, NSC is currently trading
at approximately $91 per share, which coincidentally is what the equity analyst community is saying NSC stock will be worth if NSC's management
can actually deliver on the five-year plan they recently cobbled together, which calls for an OR of 65% by 2020 despite having been stuck at 70%

for the last decade.

Now standing in stark contrast to their undisturbed share price, or, frankly, their current trading price, is the offer we have made of $32.86 in cash
and 0.451 shares in a new company, which we will refer to as CPNS, which would provide NSC shareholders with 47% pro forma ownership in that
new company. That new company, we believe, would trade on a discounted fair value basis in May of 2016, which is when we expect the trust to
close, somewhere between $204 and $237 per share, depending on whether or not the STB ultimately rejects or approves the final transaction.

What this means is that between the cash and stock consideration we have already offered NSC shareholders are looking at comparable value
between $125 and $140 per share versus their undisturbed value of $79 or their current share price of approximately $91.

Withthat said, and because we are so confident in our ability to drive meaningful pre-merger operational efficiencies and post-merger combination
synergies, and we are very confident that the stock market will award the combined company with a forward PE multiple reflective of the enormous
value being created, we are increasing the value of our offer to NSC shareholders by as much as $3.4 billion through the addition of a contingent
value right, or CVR. For those of you who may not be familiar with a CVR, it is basically the right to receive additlonal benefits if a specified event

occurs in the future.

So NSC shareholders will now receive $32.86 in cash; 0.451 shares of stock in CPNS, which will own 100% of CP and NSC; and 0.451 of a CVR, which
will have a maximum value of 525.

Now in addition, since this will be a highly-liquid instrument with 137 million units outstanding, NSC shareholders will be able o sell their CVRs at
or after the transaction closes into trust, which we anticipate could be as early as May 1, 2016.
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The main benefit of a CVR is it protects NSC shareholders on the downside. For example, if CPNS's stock is trading at $175, NSC shareholders would
have $33 in cash; they would have 0.451 shares in the new company, which will be worth $79; and 0451 of a CVR, which will be worth $5, for a
total value of $116 per share. And if CPNS's stock is trading at $150 per share, then the total value would be $108 per share made up of $33 of cash;
0.451 in the new company, which would be worth, we believe, $68; and 0.451 of a CVR worth $7.

You wili recall that before the CVR the estimated total value of the consideration being offered to NSC shareholders was worth somewhere between
$125 and $140 per share at the closing of the trust in May of 2016. With the addition of the CVR, we now estimate the total value of the consideration
being offered to NSC shareholders to be worth somewhere between $128 and $141 per share, which represents a 61% to 78% effective premium
to NSC's unaffected stock price of $79. And we are now also guaranteeing a minimum value of $116 if CPNS trades at $175 and $108 if CPNS trades
at $150, which we believe makes our revised proposal considerably more attractive,

The alternative of course, in the event NSC shareholders tell us to pack up our bags and go home —~ which, by the way, is not what we have been
hearing when we speak with them — is NSC's share price, we believe, would quickly fall back to $79 per share or perhaps lower. Or, in a best case
scenario, it might remain at $91 per share if NSC's management can actually deliver against the five-year plan they recently rolled out.

Versus those two alternatives, we believe that our offer is very compelling and warrants serious consideration. And so with that let me tumn the call
over to Bill Ackman who is going to give an investor's perspective next,

Bill Ackman - Pershing Square Capital Management - CEQ and Director, Canadian Pacific Railway Limited

Thanks very much, Mark. So what we have tried to do is really simplify things by starting with a picture, and a picture, as they say, is worth 1,000
words. So really the way we think about this transaction is in two phases. There is what we call the management change transaction and in that
transaction we are buying control of the NS railroad.

We are paying $32.86 in cash. We are giving slightly less than half a share of this new company. We are giving the CVRs, which I'm going to give
you some more detail on. And for that we are going to end up in control of the company and we are going to hire Hunter Harrison away from

Canadian Pacific.

So very slmilar to the CP proxy contest except the difference in the CP proxy contest is we didn't pay a premium; we didn‘t pay $33 a share in cash.
So if you are an NS shareholder, you can say with the status quo or you can vote in favor of this transaction —we will call it the management change
transaction — contingent only on the closing into a trust, which Hunter will discuss in a little more detail. We thinkit's a very, very high probability.

And if that happens, shareholders will go from owning NS to owning stock in a new company. That new company will be held 53% by Canadian
Pacific shareholders; 47% by NS shareholders, who trade publicly on the New York exchange. CP will be held in trust. Keith Creel wili run CP.

NS will be held out right. it will be controlled by the Board of CPNS and Hunter will be the CEO of the Company.

And this is a transaction — only thing required, again, is trust approval, which we expect in 60 to 20 days. If the trustis not approved, again it is legal
fees that have been extended by both parties, and we think again a very low risk transaction. You get your money, your cash; you get your stock
of CPNS; and you get your CVRs May 1 when it closes.

The second stage of the transaction we call the merger transaction, and this is the one which [ would say is more complicated. It requires a longer
STB approval. We still think it is likely to get approved. It is not a certainty that it gets approved. We expectit to be approved on or before December

31.

And again, here you see the CPNS initially owned 53% by CP shareholders, 47% by NS shareholders, and there are two paths here. If the STB does
not approve the transaction, then the holding company, CPNS, is going to have to separate CP from NS and it will either spin CP to shareholders
or spin NS to shareholders. But these will go back to being publicly-traded companies that trade on their respective New York Stock Exchanges

and the TSX, in the case of CP,
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They will keep their old ticker symbols and the shares will be held — if there were no change in the shareholder base, 53% of these shares would
be held by the former CP shareholders, 47% by the NS shareholders. Now, obviously, over time there would be lots of movement in the share base,
but they would become two separate public companies.

So the risk, if you will, if the merger is not approved is you go back to having two separate publicly-traded companies. During this whole period
they have been operated entirely separately because CP has been keptin trust and the Board only overseas Hunter running the NS railroad.

The other path, the STB approval path, the path we think more likely. The merger closes; you have an integrated company. You see the new ticker
symbol, CPNS, traded on the New York Stock Exchange as well as likely the TSX Exchange.

So just go back a page, just to review one more time. Management change transaction; all this is about is effectively CP is paying $33 in cash, plus
stock in the new company for the right to take control of the NS railroad and put Hunter in as CEO. If shareholders would prefer Hunter as CEO and
they prefer a $33 dividend, if you will, a cash payment, then this is a very straightforward transaction for them to approve.

And then you get, if you will, an option on the merger transaction. Itis not guaranteed to be approved by the STB. It is going to be a process that
will take 12 or 15 months for an approval, but it is additional upside and we think it is likely to get done. And, again, Hunter is going to discuss a
little bit more about regulatory approvals.

So what has happened over the last several weeks, pretty clear that NS does not want to be acquired and what they have done is they have misled
the investing public. The way they have misied the investing pubiic is they have characterized our offer and the value of our offer by looking at the
current trading price of CP. They multiply that times 0.451, they add the cash, and they say, well, that is only $90 a share so that is grossly inadequate.
By the way, that is equal to what NS hopes to achieve under their plan.

The problem with this methodology is shareholders are not — NS shareholders are not getting CP stock. They're getting stuck in, as | showed in the
previous slide, 2 new company, CPNS, that is going to own both CP and NS. And it will be a very different company from CP.

Number one, it is going to own 100% of NS, which it will contrel outright. NS will have a new CEQ, Hunter Harrison. It is going to have a lower
operating ratio. It is going to have higher growth. It is going to have a new capital structure. it is going to have a little more leverage. it is going to
earn higher returns on capital.

And we think, because of Hunter, because of the improvements in operations, because of the higher growth, because of the more attractive capital
structure, it is going to have higher earnings estimates fairly materially and it is going to trade at a higher multiple because eamings are going to
grow much more quickly.

We also think investors are going to add some value for the potential of the strategic synergies, which you only get if the ultimate merger takes
place. And at that point it will be based on what people believe to be the probability.

The confusion | think comes from the fact that CP shareholders are going to get stock alse in CPNS on a 1-for-1 ratio. The reason why you wouldn't
use today's price for CP is today’s price highly discounts the probability of the transaction. And the reason for that is that NS has told everyone, no
way; we are not going to do this. And in fact, is doing everything they can — running down the hall to Congress, putting storles in the media, getting
their consultants te say negative things about a transaction.

All of these things impair the trading price of CP because people say, well, the deal is not going to happen. As a result, the stock does not reflect
any potential for this transaction to take place,

Now, as the potential — the perceived probability of the transaction increases — and we think we will do some of that today; hopefully, a lot. And
1 will explain a fittie bit in detail the offer. We expect CP stock to go up as people say this is more likely to become CPNS stock and it is going to be
worth a lot more,
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Real simply, my standard here was | have got to be able to explain this deal to my nine-year-old daughter. So $32.86 in cash, that is pretty easy to
understand; 0.451 shares of this new company, that is a little more compilicated; and then 0.451 shares of the CVR, an instrument that a lot of people
may not be familiar with, so I'm going to go into some detaif there, and that will get you to a total vaiue per share.

Let's talk about timeframe. We expect trust approval and closure of the transaction to take place on May 1. That is when you get your cash, that is
when you get your 0.451 shares of CPNS, that is when you get your 0.451 CVRs, and if you are a CP shareholder, you get one share of this new

company.

The CVRs will trade freely and they are like options. They will be listed on the exchange and they will be worth anywhere between zero and $25 a
share. And we will explain how that gets calculated. At the end, October 20 -- think about this as & long-life insurance policy on the trading price

—you will geta payment if the stock price is below $175 a share.

So let's go through each piece, including the CVR. Value cash, that is pretty easy. The value of stock, how do we get there? We think the right
methodology is basically to go out to 2021. 2021 is the year that we expect the synergies -- I'm sorry, the operational improvements that Hunter
is going to execute will be fully executed. That is reflected in this $18.70 per-share earnings.

We put a 16 multiple on those earnings and that gets us to a value for the Company as of 2020. What we do then is we discount that share price
back to May 1, 2016, at a 9% discount rate. So we are taking that forward value and we are bringing it into the present, and that factor is a 0.679
factor. That gets you to an impiied value of $204 a share.

What is presumed in these numbers is that Hunter is running the company. Hunter executes his plan, the operational improvements are exercised;
there are no merger synergies, just operational improvements. You just — all you have done here is put in a new CEQ, borrow some money, and
paid out cash to shareholders. And you also own, of course, CP, which is then run by Keith Creel, and that executes its plan.

You get 0.451 shares of this $204 stock and, therefore, the cash consideration Is $92. So call it $33 in cash, $92 in stock.

if that description was too compiicated for you, we figured we would do it a fittle — I'm sorry, I screwed up here. This page is —no, | got it right. This
is pre-merger. And then the next page we note the higher eamings estimate is $20.54.

This assumes that the STB approves the transaction. You get the tax synergies; you get some of the synergies from the combination, both on the
revenue and the cost side, And that takes your eamings to $20.54 versus on the previous page $18.77, so you pick up a nice piece of incremental

earnings.

We think the company will also trade at a slightly higher multiple. With higher earnings there is more free cash flow conversion and rail stocks tend
to trade at muitiples of free cash flow. We discount this number back into the present, again at a 9% discount rate, getting you to $237 and you
multiply by the same exchange ratio and that gets you to $107.

So $107 if the merger is approved and, going back 1o the previous page, $92 if the merger doesn't happen. In this case, of course, you don't get
tax synergies, cost synergies. What ultimately happens is they are separated in a spinoff transaction.

Now we have done yet another way to think about it and call it a very simplistic and extremely conservative way to think about it. So what we do
here is we just estimate 2017 eamings. | think analysts very easlly can replicate the work we have done here and I'm sure they wil! do so.

We say let's assume that we hire Hunter and despite the fact he turned around lliinois Central, despite the fact he turned around Canadian National,
despite the fact he tumed around Canadian Pacific, he loses his touch and he has no impact on the NS railroad and what is achieved is the current
—what analysts are currently estimating NS will achieve and what analysts are currently estimating what CP will achieve.

So we take the current revenues and expenses; the only difference here to get to an @arnings number is we are going to pay out this $33 dividend.
ltis going to have a slightly different debt structure, 4 tums of leverage versus something in the, call it, 2, 2-ish range.
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We have put a 15 to 18 muitiple. That gets you to $167 to $200 a share, that same 0.451 exchange ratio. So in this, the Hunter fails scenario, you
get 575 to $90 a share of this new CPNS company.

Now compare that with NS running with Hunter, so by 2617 you will notice there is only — we are only assuming by the end of the year that 47%
of the synergies — I'm sorry, of the operational improvements have been realized. That has an impact of up out $1.16 of incremental earnings. We
put the same multiple and it gets you the various share prices and then a value of $83 to $100 a share.

So again here $75 to 590, $83 to $100. The most reasonable conservative case, of course, is that Hunter is successful, as he usually is. Compare these
with the previous page $107, $92; you get similar numbers, slightly lower numbers.

Now let's talk about the CVR. The CVR, the basic terms of the CVR are the CVR protects you if the price of CPNS is below $175 a share and It protects
you down to a price of $150 a share. The way to think about this is it is like an insurance policy.

The insurance policy will be outstanding until Cctober of 2017. The insurance policy begins to protect you at $175. If you remember, we think the
stock is worth $204 so there is a nice cushion there. But below 5175 you get this dollar-for-dollar protection, and protection goes dewn 10 $150 a

share.

The reason why we stop at $150 is: one, we think it is extremely unlikely the stock drops below this price and, two, the Company is really not in the
business of writing a catastrophic insurance policy. That is just too risky for any company.

Now this instrument is one that we think many of the long-only traditional shareholders - and even Pershing Square, ultimately, we will sell this
security. The reason why we sell it is because we believe that the stock is going to be worth more than this, so we don't need the insurance.

The good news, though, is this wili be a very liquid security — there will be 137 million interest units outstanding — and this is the kind of security
that arbitragers, option traders love. There will be a lot of them outstanding; they will be issued May 1, 2016.

How do you think about what this is? Well, options | think people are pretty familiar with. This is equivalent to you are buying a put option that
struck at $175 a share and you are selling, or shorting, a put option at $150. So you get the difference between the value of those instruments.

And the price that is used for the purpose of determining whether you get paid on the insurance is the price of CPNS between the time it is issued,
May of 2016, and the time it expires Cctober 20, 2017. So think about this as a 15-month, 16-month insurance policy; protects you in a downside

case and is an insurance policy you can sell.

Let's talk about how we value it. Just a few points here. As | mentioned, 137 million of these will be outstanding. We expect them to be lifted on
the New York Stock Exchange. These are easily valued by using an option pricing model. Any of the basic models will help you value this instrument.

The reason why we picked October 20, 2017, is there will be options that will be lifted with a simifar date of expiration and there will be put options
likely at $175 and $150. And so at that point in time you will be able to just look at the reference price of those options to help you come up with

a value for this instrument.

So how do you value it? You value a CVR by subtracting the value of the $150 put from the $175 put. How do you value a put option? We use the
Black-Scholes mode! and we use the following assumptions.

The duration is 18 months, that is the term from the May 1 closing of the deal through the option expiration on October 20. The reference price
for determining whether you get paid is the last six months of this term, so there is a six-month peered where you look at the trading price to
determine whether there is a payout. The reason for a six-month period is to make sure that there is no gamesmanship, if you will, about where

that price is.
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Volatility, of course, is an important option assumption. We use a 25% volatility. Currently CP is about a 29% vol, NS is about a 27% vol, and the
combined company we believe will be about 2 25% vol. And there is some detail in the appendix for people interested in options.

We assume dividends at $0.02 a quarter, kind of a conservative dividend assumption, but we are actually going to build into these instruments a
feature that says regardless of the dividend -- we can assign whatever dividend the Company decides — it will not affect the value because there

will be an adjustment to compensate for any dividends that are paid.

What is the value of this instrument? At $125, which happens to be last night’s closing price, the CYR is worth $9.53 using these models. Now what
does 5125 a share mearn in tarms of valuing of a new company? Well, itis about 10.2 times earnings. The eamings being $12.29 with Hunter running
the Company, that is with the operational improvements, or 11 times earnings with - assuming that no synergies take place.

So if Hunter is not successful in turning around the railroad — and he keeps giving me a stare when | say things like that — it Is again a very, very
low valuation. The $11 assumes no improvements in NS versus analyst guidance and assumes CP analyst guidance, so if this thing trades at 11
times unimproved earnings, or $125 a share, the CVR is worth $9.53.

Ifyou look at the $204 value, four columns over, this is the no STB approval. This is assuming a 16.6 multiple of — the expected eamnings we expect
to achieve at that point in time of $12.29. The CVR, you will notice, is worth only $5.61.

And the reason for that, of course, is this is the put spreads and the higher the stock price is the less valuable the put spread. Of course, you would
rather have a higher stock price because that means more value for shareholders.

And then we show various prices in between. The top end of the CVR range of $175; again, on May 1 this CVR is worth $4.76, even though if the
stock closes at $175 by the end of the contract it is worthless, because of the time value of money of the option.

So what is the total value of the offer? You get $32.86 in cash. You get 0,451 shares of this new company, CPNS. We have given you a couple of
different ways to think about that value. And we are giving you this CVR, or a put spread, to protect the value of your shares.

Let's add them up. If you take fast night's closing price — which again the stock price reflects a low probability of the deal happening, all the negative
things that NS has said, many months away from the transaction, six months away from the transaction being closed — the deal that we have just
offered, CVR at $9.53, is worth $98.77. That happens to be a 25% premium to the $79.14 unaffected price.

So if CP stock, which will become CPNS, doesn'tincrease, even though we've now —the trust has been approved, Hunter has been installed as CEQ,
itis still geing to trade at 10 times eamings, which again we think is an extremely remote scenario, you are still getting a 25% premium.

Ifyou take $150 a share, this is again a very — going back to the previous page, two pages back, this is, call it, 12 times earnings with Hunter running
the Company. Again, a very conservative multiple. The CVR at that pointin time is worth $7.24 and the cash and stock together gets you to $107.75,

or a 36% premium.

Go on what we expect the stock to trade at the STB - assuming the STB does not approve the transaction, and shareholders are just making the
assumption it doesn't happen, itis just a management change transaction. The total value of the cash, the equity, plus the CVR, which is only worth
about $2.50 because the stock then is trading at $204 on May 1, the total value is 61%.

Again, | see there -- on the bottom of the page you can see the multiples, so pick your multiple of 2017 earnings -- 12, 14, 16, or 19. At 14 times
earnings this deal is a 47% premium to the unaffected price, so again a massive premium.| don't understand how someone could say this is grossly

inadequate unless they are attempting to mislead the shareholders of NS.

So how do we think about this? Why is CP willing to introduce the CVR? Number one, CP believes that the market will value this company the way
itis run by Hunter at a meaningfully higher price, and that the CVR ultimately will require no payout by CP.
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So itis a way to put your money where your mouth is and give shareholders an insurance policy, give shareholders something of value that they
can sell immediately. It's the equivalent of a $9.50 increase in cash to the bid. And it will be very liquid and easy to value.

And | encourage everyone who is not familiar with options or CVRs just to ask their option desk or cali. | would expect the analysts to put out their
own calculations, but you will find the Company's bankers and we came to a number within pennles in terms of estimating the CVR.

So where will the money come from in the event we are wrong and the stock market crashes in the middle of the period where the payment is due
attheend and the stock is trading at this very, very low valuation? Well, that means that CP has to come up with as much as $3.4 biliion,

The good news is the paymenit is owed in October 20 — October 25, 2017. That $3.4 billion wili take the leverage at that time from 2.8 tums to 3.2
turns, The company will remain a solidly investment-grade company in that circumstance.

Based on our estimates for the value of CPNS using various methodologies — and we encourage analyst to come up with their own numbers, their
own multiples -- the revised offer now is 61% to 78% premium using, | think, quite reasonable assumptions. With that I'm going to turn it back to

Hunter.

Hunter Harrison - Canadian Pacific Railway Limited - CEO

Bill, thanks very much. Mark, that was very informative. You have convinced a nine-year-old daughter and an operating chief that this CVR is the
right vehicle.

| think it is important right now that we -- that maybe we step back and take a look at what has transpired so far in this exercise. | guess, number
one, it has turned where | hoped it wouidn't turn and so ! think to review what has taken place, for some of you, would be helpful.

Let me start with the first thing that kicked some of this off and that was the potential meeting that we had with CSX. People said, well, why did
you pursue this? Well, we really pursued it because of a lot of you on this call said to us there was great opportunity to create shareholder value, If
we could take our operating metrics and lay over some other railroads that there was a lot of value creation there.

And we took a look at those numbers and everyone was right. We had moved to a point where both — [ think most people would recognize that
the two top railrocads in North America now are both Canadian, one being Canadian National, one being Canadian Pacific. And there is probably

some reason for that.

Let me just put it this way: We got a signal from the Board in Jacksonville that maybe we should visit and talk. And so we did. We visited for about
twe hours,

| am not sure why we went there -- or actually we met in New York — because their view was — at least their CEO's view. And { don't think | am
putting words in his mouth, | think he said this publicly. Is that clearly this trust structure and regulatory hurdles could not be gotten over, so why

worry about it?

We never talked about value creation; we never talked about impact on the shareholder, because there was different views, CSX, clearly, was of
the view that there was no way this transaction could be approved or a trust structure.

Now, contrary to that today, as | understand it, and you can ask them better than me, they have effectively put their self in play. And for the right
price they would contemplate a deal.

Now, | don't know what has happened to the trust hurdles and the regulatory, but they had potentially decided to get over them. But we clearly
saw quickly that that was not going to work, and so we turned and did some analysis on Norfolk Southern at that time. The value creation and
potential was even greater there and we were very excited about that.

THOMSON REUTERS STREETEVENTS | www.streetevents.com | Contact Us ot s
g; b THOMSON REUTERS
O o

©2015 Thomsan Reuters, All rights reserved Republication or redistributian of Thomson Reuters content, including by framing or similar means, is prohlbited
without the prior written consenl of Thomson Reuters, ‘Thomscn Reulers’ and the Thomson Reuters (090 are registerad trademarks of Thomsan Reuters and ils

affiltated companies

22 3



So what happened? Well, | can't tell you; we are still investigating it, but there was some leaks and rumors got out that we were locking at Norfolk
Southern. | immediately that weekend picked up the phone and called Mr. Squires and told him what had transpired, what we knew.

He brought to my attention that they already had heard eartier in the week, so it was no big surprise. But i said, you know, what do you think about
sitting down and exploring this? And he agreed. | toid him that the Board has had a great deal of discussien about making a formal propoesal in the

form of a letter document to send to them.

At his request he said please don't send the letter. That will put us in more of an adversarial position and Ttis not the right type of environment to
be negotiating a deal. So | was able t¢ convince our Beard that that was not the thing to do; let me visit with Mr. Squires.

He said to me that he would fike to bring four or five of his lieutenants and i could do the same, because there was some of these issues that, very
candidly, he wasn't that familiar with. But before that meeting transpired he called and said he wanted to do it just one on one, so | invited him to
my farm. He came out and we visited about the potential of the transaction and he said, effectively, could you go through some of the scenarios
you have in mind? And | went through a lot of them.

One of the first ones was to say, you are welcome to be part of this team and to run one of these railroads. And he made it very ciear to me; he said
this is not about social issues, this is about creating shareholder value.

So we started down that read and | guess immediately got cut off at the pass. There was not the response that we expected and we didn't hear
anything for a white. Then we finally sent a formal proposal.

Up till this time, with the exception of the meeting with Mr. Squires and |, their Board has refused to meet. They asked me what the plan was and
| said, you know, we wanted to come here and not be so presumptuous that we had ail the answers; to listen from your input, your concerns, and

your thoughts. But that didn't work for us.

Then, as we go through the process and kind of what | will describe as the street fight environment | started — 1 hate to tell you that is the way |
grew up as a street fighter, but if this is going to be a street fight, so be it.

I look up next and NS has brought onbeard twe hired guns 1 will refer to them, Mr. Nottingham and Mr. Mulvey, who are now advising Nerfolk
Southern, | am assuming for a price and you can ask them that, but | think they are getting some bad advice.

They have come out with a so-called white paper that said nothing could be worse than this transaction effectively; that it will not pass the mustard
of, first of all, a trust. | would iike you to listen to this closely, those of you that have been concerned about the trust approval. Since the Staggers
Act of November 1980 there has been 144 requests of the Surface Transportation Board for a trust; 144 of them have been approved. 5S¢ the odds

are pretty good, at 144 to zero, that we could get a trust structure approved.

Now this is almost an exact model of what we saw at CN iC. We put the company in trust. | went to Monireal; there was never an issue raised about
the trust. We got over the regulatory hurdles. There were virtually no issues there and the transaction was approved early, where the STB gave up
some oversight as a result of how we had implemented the transition.

Now ! understand, as | read today, that the two hired guns, who by the way aren't very good marksman either way, who are typical people that
have been inside the Beltway too long. We wonder why the public has lost confidence and this is a good example. | think you will find, and you
can ask him — don't rely on me - that Mr. Nottingham, for an example, has made a lot of other comments on the other side of the transaction

advocating single line haul. So 1 think we have not gotten anywhere there.

M. Squires has said the price doesn't matter. So we are certainly not talking to them about the price because it doesn’t matter and they won't meet
with us, which makes it very difficult to do a ransaction and to be able to create shareholder value.
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From a regulatory approval standpoint, | have been in this business a long time and | have seen every merger come and go for about 45 years now,
plus. And everything that | know of that the shippers have ever requested or asked for that the railroads have fought, we have been willing to put

in our proposal.

Whether it is bottleneck — we have never supported bottleneck. Have we been outliers there? Yes, we have been outliers, butthat is our view. Have
we supported paper barriers? No. Has access scared us? No. And the access that we are advocating is what we all a modified control access in

internai areas.

We have had some dialogue with the shipping public, very positive feedback at this point. Next week | believe it is our staff will be meeting with
alot of the shipper advocacy groups in Washington.

This is starting — and It appeared that this was grinding towards the end, but then we wake up two days ago and now Burlington Northern has
kind of thrown their oar in the water, Why would they enter the fray? if this can't be approved —if you can't get a trust structure approved and you
can't get regulatory approval, why would they care?

it appears to me that someone has given some advice, this thing could be approved. Someone has done some research on a trust to find out that,
in spite of the fact that certain people say it can't be approved, 144 times out of 144 it has been approved. So | think there is some reason that our
friends at Burlington Northern are a little bit concerned about the transaction and what it might bring.

i don't know why they are worried about down-the-road effects if it can't be approved. So we did this, as | started off with, for shareholder value
creation. But (technical difficuity) NS shareholder, as far as whether we are going to get approval and proceed and create all the appropriate positive
things that the transaction can bring.

We have heard very little substance of why the transaction would be bad, with the exception of questioning my integrity which | take good exception
to, but | will handle that myself.

Sc I thought that this might add a little context to where this whole transaction stands teday. And all{ can teli you, in my view the clockis ticking
and It is ticking down, and it is time for us to take some action here if we are going to see this transaction through.

So with those remarks, which | will probably read about in the paper in a few minutes or in the morning, Sesse, we will be happy to take calls from
the audience.

QUESTIONS AND ANSWERS

Operator
(Operator Instructions) Fadi Chamoun, BMO Capital Markets.

Fadi Chamoun - BMO Capital Markets - Analyst

Good moming. I'm going to take a wild guess here; NS will probably reject this enhanced offer. So I mean this looks like it did on the last call in
terms of the offer, that it is going to go most likely the proxy route. So first, how does this process move forward? Is there an avenue to cali for a
vote before the AGHM, if you can sort of give us your thought on that?

Secondly, why did you feel that this CVR structure is necessary? Did you have feedback from shareholders of finance probably on the prior offer,
which seemed —? The prior offer seemed pretty good to begin with. Why did you feel like you have to enhance the offer with this CVR structure?

n
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Bilf Ackman - Pershing Square Capital Management - CEQ and Director, Canadian Pacific Railway Limited

1 wilt give the shareholder perspective. What is interesting about the CVR is it gives very significant value to sharehoiders, unless we are right. What
I mean by that is: If we are right and that stock trades at $260 and above, this CVR isn't worth very much, What we're trying to do is get to the world
and the shareholders and the company and the Board as fiduciaries for shareholders to focus on what the transaction is about.

The transaction is about what is the value of the combined company; whatis it worth? And the CYR is a way of calling the question. Canadian Pacific
is basically putting down $3.4 hillion of chips on the takle and saying we are witling to bet $3.4 billion that this stock is above $175 a share.

And at $175 a share, if you go to the little chart that is up on the webcast, deal is worth $116.55. We think it is more than that, but this is a 47%
premium and we are betting $3.4 billion that we are right on that number. We are not betting that money recklessly. If we have to pay that money,
we have got the resources and the financial commitment in order to do so.

But | think what this does is it really focuses the world on what the new company is worth and the cost ultimately to CP, we think, is golng to be
zero, Itis a way to deliver meaningfully more value to shareholders at very small cost to CP, so it was a modification that Hunter was willing to agree
to and | think it is one that benefits shareholders. It is, | think, a helpful device to get people to focus on what this transaction is about.

One thing | think you can do, and really all o the analysts can do here, is: What is CPNS worth? Don't take our word for it. You guys are good analysts;
combine these two companies, look at what you think the synergies are. Haircut them or add to them if you think it is appropriate, and tefl the
shareholders what they can own come May 1, 2016.

They're going to get $33 of cash, they are going to get 0.451 shares of that company, and they are going to get an insurance policy that | think are
worthless. And what | mean by that is | think we are never going to have to pay out on that insurance policy. If you are a smart investor and you
believe the same, well, you can sell that insurance policy the day the deal closes to an option trader who doesn't really care about what the stock
is worth, but who can make money trading around this litile instrument. So it's kind of a way where everyone wins.

Let me make one more point about fiduciary duty, because | think that has been a bit ignored here. What has happened so far is we put out our
additional offer and it was rejected, and | have said in the last conference call that | thought it was appropriate for the first offer to be rejected
because there were contingencies. People had to wait for their money.

But we went back to the well, we did some work and we figured out how to do a transaction that required only a trust approval where people
could get their cash and their stock on May 1. That is a very different deal; it is a massive improvement in the transaction.

That transaction was rejected before we even explained it. In fact, Chip Nottingham, who wrote this white paper saying this deal could never
happen, assumed we were going to put NS in trust for the purposes of analysis as opposed to CP. And if you want to get a sense of how these
consultant reports are, literally, paid for, we dug up a transcript of a call that Chip Nottingham did with a Wall Street analytical firm. This was done

in October 2014 and the context was the CP CSX transaction.

At that point Chip wasn't working for anyone. He was actually being paid to give his independent advice as to whether a transaction like CP CSX
could get approved. And here is what he said; | will read to you from that transcript.

He said if CP and CSX were to merge it would create a scenario where you could have a third major competitor in that market —~ again, here is
referring to the Bakken volumes moving to the East Coast — that would actually be able to seamlessly, with no handoffs and no handovers, avoid
the Chicago bottleneck, which is a notorious delay point in shipping from East to West and West to East. The CP CSX network would be able to
bypass Chicage, but also be able to do so with one carrier movement across the country from Pacific Northwest to the East Coast for oil and gas

exploration areas back and forth.
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Clearly, if you are just focused on the energy sector itis a merger that has some attractive points to it. | will point out that the two raifroads involved
don't have much overlap in track currently, and that is a plus if you are looking at getting a merger approved. Very few, if any, rail customers who
are currently served by both CP and CSX would face going from a two-carrier scenario to a one-carrier scenario.

The resulting merger would create a large rail carrier, but that large rail carrier would not be significantly bigger than the Union Pacific or the BNSF,
so it would not create a dominant industry titan, but arguably add a third very large player to the two that already exist in UP and BNSF.

The most interesting thing about Chip's statement that he made when he was not being paid by NS, but paid for his independent advice, is that
if you replace CSX with NS in this paragraph, you get to what we have been saying all along.

Fadi Chamoun - BMO Capital Markets - Analyst

Okay. And on how this process moves forward from here, assuming you have to go the proxy route?

Bill Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Railway Limited

Sure. | will cover that, and if Paul Guthrie wants to add or Hunter or whomever.

The Company has an annual meeting. Proxies need to be submitted for that annual meeting by February 14, at which point shareholders could
put a resolution saying the Board of NS shouid engage and see if they can negotiate a transaction.

The simplest way for a shareholder to put pressure on the board of NS is to have a shareholder resolution that says, up or down, shareholders
should — the Board shouid engage with Canadian Pacific and see if a deal that can be negotlated that is attractive. Simplest, easiest way to put
pressure on the Board. And by the way, | think shareholders would overwheimingly approve that resolution.

Two, the more aggressive way, of course, is for a shareholder to propose a replacement slate of directors and that would be voted upon by the
annual meeting which would take piace typically in mid-May. The company has an ability to delay the meeting a couple of months, but companies
that generally delayed meetings to prevent their shareholders from voting, boards get thrown out for doing things like that. So | think this would

get resolved by May.

There is a special meeting provision, but in light of the time frames | think the annual meeting is the most likely timeframe, and the simplest one,
for getting a transaction done from a proxy perspective.

Fadi Chamoun - BMO Capital Markets - Analyst
Okay.

Hunter Harrison - Canadian Pacific Railway Limited - CEQ

Fadi, | would only add to that at this point | think that — | am hopeful that, and have not given up, on the ability 1o sit down still with the Norfolk
Southern fotks and hammer out a deal, or at least explore it, that is in both our shareholders' interests. ! just don't understand the rationale of saying

we won't talk.

Now there is a company that says they are going to be at 65% by 2020, which hadn't been able to do it the last 10 years. Has had a lot of turnover
and loss at the top and |, very frankly — that is more your folks' job than mine — |, very frankly, don't see how they are going to get there from here,
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And people forget something, once this jockeying that we are talking about is resolved in some manner, we got o run raifroads. We got to serve
customers. We got to serve shareholders and people are losing side of that. This is not the end game here, this is the beginning. So | would just

leave those thoughts with you.

Bill Ackman - Pershing Square Capital Management - CEO and Directar, Canadian Pacific Railway Limited

Actually one point | wanted to make relating to your question. If you are on the beoard of NS, and CP makes the offer it just made; the offer is
contingent only on a trust. You have heard from Hunter that 144 out of 144 trust transactions have been approved by the STB since the Staggers
Act was put in place in 1280. You have tc be pretiy confident that this thing can get approved.

The offeris $33 in cash. It is stock in a new company that, on a very conservative basis, is worth 50% with the cash more than the unaffected price
of the stock. That a railroad executive that has the best record in the history of railroading who is prepared to step in immediately and run the
company. And CP has sweeten the offer with an instrument that gives people an insurance poiicy if the stock price drops, which we now at October

20, 2017, a 15-, 16-month insurance policy.

Now, if | am on this Board of Directors, what | would do is | would say, you know what, we shouldn't just have our PR team issue a press release
before the Board has even considered the transaction. In fact, the CEQ shouldn't be authorized to issue a press reiease before the Board — the Board
should issue a press release saying we have received the offer. We will study it carefully.

We will have our advisors at Morgan Stanley and Bank of America do some analysis. We will ask questions of CP to the extent there is anything that
we don't understand. We will deliberate carefully; we will chserve our duty of care.

We will focus on what is the best interest of our shareholders and our other constituencies, and then we will be responsive. And if it makes sense
to sit down, they will sit down with us. That is what an appropriate Board of Directors acting consistent with their fiduciary duty would do, and if |

were a member or a shareholder of NS, | would insist upon it.

And if the Board instead issues a one-page letter saying the transaction grossly undervalues the company, meanwhile the stock is stuck at $79 a
share and a 70% OR, then what | would do is | would throw out at Board of Directors at the next annual meeting.

What happened to the Board of CP is we had the exact same thing take place. We have the Board say, you know what, we don't believe you; you
are wrong. We've got a better plan. And we said, no, we have got the greatest railroad executive of all time. He has got an incredible track record.
And they said, you know what, we won't even meet with him.

One thing | encourage you to do, if you want to get a sense of how this thing plays out, we left on the web the CP Rising website, CPrising.ca, and
we have a video transcript of the town hall that we did explaining the transaction. It is the same movie all over again.

Here they have Chip Nottingham on a made-as-instructed report and in that case they had [Cliver Wyman] who said it was impossible for Hunter
to achieve the results that he said he would achieve.

Look, we don't want to go the route of throwing out the Board of Directors. What we want to do is sit down with sensibie people, see that there is
some value here, a deal can be struck; get something signed up as a Christimas present to the shareholders of both companies, And then push
forward and get a trust approved, put Hunter in as CEQ, and work real hard to make this one of the greatest railroads in North America.

Operator
Brandon Cglenski, Barclays.
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Brandon Oglenski - Barclays Capital - Analyst

Good morning, everyone, and thanks for taking my question. | guess can you guys talk up out the confidence level you have that a frust could be
approved with Hunter moving over to Norfolk? Because | think that might be a sticking point.

Is there a possibility that STB can say, okay, we don't mind the trust but the management change goes above and beyond the independency of
running these railroads separately? Is that a risk or a concern if | am a Norfolk holder?

Bill Ackman - Pershing Square Capital Management - CEQ and Director, Canadian Pacific Rallway Limitedt

Sure. I think we can answer that very simply. If tomorrow we let Hunter out of his employment contract, Hunter is an American, he is a free agent.
And if Hunter sold his stock in CPN and gave up his pension in CP, any railroad in North America or, frankly, Australia could hire Hunter to go work
for them. The STB has no authority over one employee going from oné company to another.

Now if Hunter had some secret side deal with Canadian Pacific, where he is going to violate the law — once Hunter sells his stock in CP, once he
watks away from his pension and he goes over to NS and he gets a chunk of stock options in NS and he gets a pension from NS, he is going to do

exactly the same thing he did when he left CN and he went to CP. He is going to do everything he can to make NS the best railroad in North America.

And what [ can tell you is this guy is fiercely competitive. He has been flercely competitive against the railroad he used to run and he is going to
be fiercely competitive against the railroad that he used to run in this case.

Hunter, do you have a point of view?

Hunter Harrison - Canadian Pacific Railway Limited - CEO

| would — number one, it questions my integrity, which | honor greatly. Number two, | would refer you to the CN llfinois Central.

{ was CEQ at lllinois Central. We put lilinois Central in trust. | went to Canada to be the number two operator — operating chief to run the railroad,
because we felt like that was the most value creation.

Now, there were a ot of things that went on at lllinois Central after | left that | didn't, franidy, like, there wasn't anything § could do about it.  knew
what the law was, | knew what the regs were, and we dealt with it. The trustee was down there doing his job.

Why would | jeopardize a transaction like this and my integrity to violate this —? How are you going to take a railroad this size and violate the law
and not be caught? It is impossible.

I mean, nobody has brought that up in 144 cases. | don't know i | have got a wanted poster or what. It just doesn't make any sense.

Bill Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Railway Limited

The fact that Hunter is a legendary CEO has no bearing on the fact that once he sells his stock in CP and gives up his pensicn and moves over to
NS he is only going to be NS's CEO. Why would he jeopardize the reputation he has built over the course of a 50-year career for what? As we pointed
out, the vast majority of the value here is created just with the management change.

Hunter Harrison - Canadian Pacific Railway Limited - CEO

The other thing | would add is this ~ and as you go along the way this is not as important -- but when you do this in a trust structure, to Bill's term
earlier, you become a free agent. And if the transaction is not approved, guess where you are? You are in the street. You have no job, no affiliation.
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And you don't take that risk unless you think you can produce and the transaction can be approved and the trust can be approved and you can
follow the faw.

Bill Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Rallway Limited

And lastly, once Hunter leaves CP and goes to NS, if the transaction is not approved, Hunter is still the CEO of NS. He is not going back to CP, he is
done, Next questicn.

Operator

David Vernon, Bernstein.

David Vernen - Bernstein - Analyst

Good morning. Just maybe a process question or maybe if you could just highlight why you might not be able to go to the STB right now and just
lay this out and say this is what you want to do and maybe have them opine on whether they think the trust structure would be amenable. 1 think

that might actually make this issue go away.

I'm just wondering if there is a reason why you can't go to the STB and ask for some type of approval ot ruling on the ability to put CP in trust, create
the holding company and then either tender or go through a proxy battle for the sharehoider approval to do the merger.

Paul Guthrie - Canadlian Pacific Railway Limited - Special Counsel to the CEO

Itis Paul Guthrie responding to this. As we have explained several times and was explained again this morning, the law in this area is perfectly clear.
There is no doubt about this; this is simply an attempt that we heard yesterday from Norfolk Scuthern's advisor to further have an excuse to avoid

dealing with us face to face. If they have legal concems, they can address them face to face with us.

There is no need to go to the STB, as { say, the law is perfectly dear. When we go to the STB, we will go to the STB with confidence that we will get
a decision, an impartial decision made by the present members of the STB rather than formal members, and it will be in our favor.

Bilt Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Railway Limited

The STB is not going to give you a pretend answer. When you are in a position to apply for a trust, you apply for a trust. They evaluate it and they
give you an answer. They are not in the business of speculating on potential transactions. They are in the business of — when there is an application

made they are going to do their job.

Operator
Scott Group, Wolfe Research.

Scott Group - Woife Research - Analyst

Thanks. Morning, Hunter, Curious what some of the — if you are considering any other alternatives basides a proxy. At some point do you consider
going back to CSX and seeing if they might be interested, given some of the management changes they have had.
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You have got BN talking like they would be open to a possible deal, so now you have got two rails out of - now two rails that might be interested
in a deal. Could a deal with BNSF make sense? Just how you are thinking about maybe other options or are you just kind of steadfast and focused

just on NS?

Hunter Harrison - Canadian Pacific Railway Limited - CEO

We are focused right here. Look, we looked at the other alternatives. And as | have shared with you, | don't know what their positions are because
they talk out of both sides of their mouth.

| said in the interview the other day: If sorebody wants to talk to me, my phone is on the hook. Just pick up the phone and call. You don't have to
put some wire in the paper, talk to me. | learned a long time ago never to say never, but our focus right now is this transaction. [tis one step ata

time and we will see what happens.

Scott Group - Wolfe Research - Analyst

Do you think your approach can work with a Western US rail?

Hunter Harrison - Canadfan Pacific Railway Limited - CEC

Yes. | mean, well, look, from a legal standpoint, certainly. Now, from a business standpeint is that it is practical and much larger, and | don't know
that they are looking for a partner and so forth. But from a legal standpoint there would be end-to-end, a couple of piaces a little more overiap.

But everybody is speculating; | have a great deal of confidence in the Service Transportation Board. As Paul said, the law is the law. This is hot a
political exercise, this is a legal exercise. Are we doing what is required, enhancing competition and doing the things required? And the answer s,

yes.

We have always said if it is in the interest of the shareholder, we'd take it under advisement. S if somebody calls, we will talk to them. Maybe you
know something we don't.

Bill Ackman - Pershing Square Capital Management - CEQ and Director, Canadian Pacific Railway Limited
Interesting thing to think about; imagine for a moment you are a shareholder of NS and the Board is behaving and the management behaving the

way they are behaving. And that leads CSX, which might have had a change of heart about a transaction, to call up Hunter and then we negotiate
a deal with CSX and we announce that at Christmas or January or whatever.

How are you going to feel as an NS shareholder now, when you could have done a transaction with CP, you could have had Hunter as your CEQ,
and because of the way your Board screwed around -- not even considering a transaction, not even meeting, not even studying, not even having
your advisors look at a transaction --? They rejected the last deal within 15 minutes of the press release where we put out the proposal. That is not

consistent with fiduciary duty.

[ think the Board of NS would have some explaining to do and might have some significant liability in a circumstance like that.

Scott Group - Wolfe Research - Analyst
All right. Thank you, guys.
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Operator

Tom Wadewitz, UBS.

Tom Wadewitz - UBS - Analyst
Good morning and thanks for all the perspective on the new structure and so forth,

Hunter, | think my questions are really for you. When we look at the CP analogy and the proxy fight and what you did at CP, you did have the ability
o bring in a lot of your team that were former CN or people from the industry. And | think that is more powerful if you have some of your team to

work with as opposed to just yourself, right?

Sois that a significant — do you say, hey, it is kind of tough if | go to NS and I'm trying to drive all of these changes and | am really the only guy there
putting this through? Obviously you have a very, very strong track record historically. But how do we think about that?

Then | guess, | don't know if this is related or not, but the resistance of the US rails [ think relates to their concern about access provision. And i
wonder if you could compare the access in Canada with reciprocal switching. Is that a lot different than what you are looking to do in the US?

If the systems run a lot different, then maybe that is a way of saying, well, the risk isn't that bad from the access. So | guess those two topics.
Appreciate it.

Hunter Harrison - Canadian Pacific Railway Limited - CEO

The first, the personnel, Tom, and I'm just thinking out loud here, but it is not like I have recruited 2 whole lot of people from the past and brought
over to CP. Most of them that have come from other rails, mostly our friends at [Burns and Northern], have not been members of my team in the
past. Now Keith obviously was. He was the big fish and we landed the big one.

But you know, | have said all along from day one, and | said this day one to Mr. Squires, this is not ~ | am not trying to go to Norfolk Southern to
scorch the Earth or anything. I'm looking for good athletes, good raifroaders, and | am sure that organization is full of them. { think, my view from
the outside looking in here, is they need a little different leadership and maybe different strategies. It is not that there Is not the athletes there.

{ am not dependent upon that | have got to go get whoever to make this thing work. If { have got any strengths, | know this business a little bit, 'm
not a bad leader, and | am a pretty good coach/mentor and maybe that is what is needed the most. There is plenty of people there, | think. There
is plenty of talent there. Maybe the bowl needs to be just mixed a little bit.

That is why the first thing | did was to say to Mr. Squires, do you want to be part of this team? I'm not saying | am picking it, but would your - and
that is when [ got the other response. So the personnel is fine.

The reciprocal switching and the interswitching in Canada are totally different. Interswitching, or reciprocal switching in the US, effectively went
away with the Staggers Act. What was overnight a $75 reciprocal switch, turned into an over market of $600 or $700.

it was not governed by some mileage, like the Canadian. It is a direct radius from. it made no sense how you drew the map and so that is why — if
you looked at the core or the inner-city as the measuring point from, there might be an industry 10 miles from there that was not open to switching
and there might be one 50 miles away that was. Each individual railroad negotiated with custorers as they located on whether they were open

or dosed to reciprocal switching.

So it is a totally different medel and in Canada, right now, it is not used very much. | would say that the main factor is that it is a safety net that is
at the shipper's disposal if they so desire. It would be much more in play in the US.
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And so all we are saying is this, if we are serving a customer and we are the only game in town, we are the only one that can physically reach them
and they feei ITke we are not doing the job, their decision - not ours, not some arbitrary. They have the right to bring in brand Cand let them service

the customer.

If we do our jobk from a service standpoint, do what we say we are going to do with a competitive price, we will be fine. And that is the way
competition ought to be. If we don't do our job, we are not looking for some artificial protection. And that is what | think, with due respect, some
of the other carriers are locking for.

So you are really appies and oranges with interswitching and reciprocal switching and what we are proposing with medified access.

Tom Wadewitz - UBS - Analyst

So is it fair though then to say that there would be more revenue at risk? You can handle it, you run the railroad a certain way and | understand
that, but for another carrier that would have concern, if these rules were applied, there would be some significant revenue atrisk in the US {multiple

speakers)?

Hunter Harrisen - Canadian Pacific Raifway Limited - CEQ

Yes. f they don't do the job, it oughtto be at risk. | mean that is what the act says: to enhance competition. Not guarantee some carrier that whether
they do the Job or not they are going to have the business. That is not enhancement of competition.

What they don't want, they don't want to go back to the Service Transportation Board and have to justify the enhanced positlons. They like it the
way they got it. That is just fact. And if you don't belleve that, ask them.

Tom Wadewitz - UBS - Analyst

That all makes sense. | appreciate the explanation, Hunter. Thanks for the time.

Operator
Allison Landry, Credit Suisse.

Allison Landry - Credit Suisse - Analyst

Good morning, thanks. In the white paper you published yesterday in the first point it was stated that the denial of trust would restrict shareholders'
ability to realize the full value of their investment and that intrusive regulatory action would deviate from past precedent. Could you darify that
statement? Because It seems to suggest that the STB would also consider the interest of shareholders, which seems to be inconsistent with the

public interest and premature control statutes.

Hunter Harrison - Canadian Pacific Raiiway Limited - CEG

To that part, Allison, let me comment and maybe the legal guys. But | would say shareholders are part of the public and there is nothing wrong
with serving the shareholders' interest. If the shareholders don't want to invest in a rail system, | don't know where the capital is going to come

from, We are going to be in a hell of a shape in this country.
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Allison Landry - Credit Suisse - Analyst

Qkay. And then as a follow-up, NS brought this up last evening, do you plan on seeking a declaratory order from the STB to confirr that the voting
trust structure which places CT as opposed to -7

Hunter Harrison - Canadian Paclfic Raifway Limited - CEO

Ne, no. That was what Paul was talking to. Look, we are not asking for any special treatment. There is a process in the law that says here is what
you do. And the first thing that would happen if we went to look for a declaratory judgment here, they would say you are getting special treatment.
Nobody else has ever applied for this.

We are willing to submit our application and play by the rules, and whatever they say we will deal with. That is fine. That is just grasping when they
don't have anything else to grasp for.

Bili Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Raifway Limited

Why don't you ask NS why this trust won't be approved when the last 144 have been approved? | think that is a good question for them. If there
answer is because Hunter Harrison is CEO of Canadian Pacific, then that is not a particulaily good answer.

Allison Landry - Credit Suisse - Analyst
Understood. Thank you.

Operator
Steven Paget, FirstEnergy.

Steven Paget - FirstEnergy Capital - Analyst

Thank you and good morning. Mr. Harrison, forgive me, but I would like to ask about your health as shareholders will be relying on you, and you
alone, to fix NS. If the trust is approved are you ready to clean out the leadership and fix the Company?

Hunter Harrison - Canadian Pacific Rallway Limited - CEC

Clean out the leadership, what does that mean?

Steven Paget - FirstEnergy Capital - Analyst

Make leadership changes.

Hunter Harrison - Canadian Pacific Railway Limited - CEO

Yes, | mean { am ready to make whatever changes needed to be made but, look, if you go back and lcok at my history over time, | am old because
1 like to play with the hand | am dealt. But if there need to be changes made, | am certainly not averse to making changes as some would tell you

that are on the street. They don't want change then they got a problem.
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To my health, | think you knew that | had a little setback and had some lower extremity surgery and | had a bout with pneumonia. | have overcome
most of that and there were some guestions raised and my doctors furnished to the Board and others that | am willing to go and I'm ready to work.
Itis the best thing for me. We might see about my health if they call me a liar one more time,

Steven Paget - FirstEnergy Capital - Analyst

Thank you. That answers my questicn and that is my one.

Hunter Harrison - Canadian Pacific Railway Limited - CEQ
Thank you.

Operator
Chris Wetherbee, Citi.

Chris Wetherbee - Citigroup - Analyst

Thanks, guys, for taking the question. Was just curious to get your take on how you view the BNSF comments from last week from a competitive
standpolint. Do you view that as sort of a bit of a backstop competitive offer, just given the sense of how you think about the landscape in terms

of your approach to NS specifically?

Hunter Harrison - Canadian Pacific Raifway Limited - CEO

Look, let me give you my opinion. | don't know, number one, for sure. 1 think they are trying to muddy the water. They would like to have a status
quo and i think they have got some advice that, look, they are going to probably pull this off and what does that mean to us.

And so as | said the other day, look, if our deals don't work and somebody else does a merger — | am for mergers, I'm not going to oppose it. So |
justthink they are, once again, as | said | think yesterday — these interviews stait to run together. Matt said in October 2014, | think, that the single

line haul was the gold standard. ! don't disagree with him, but now that somebody is about to get a single line haul the standards are changing.

t just think that he looked at it that it didn"t cost anything to throw some mud in the water and it doesn't concern me at all.

Bili Ackman - Pershing Square Capital Management - CEO and Direcior, Canadian Pacific Railway Limited

Maybe i could just give some perspective, because | know Mr. Buffeti pretty well and | know Berkshire Hathaway pretty well. If you look at our deal,
we are proposing to put CP in trust for Hunter to go run NS, where the vast majority of the value creation takes place during the operating turnaround.

How can Berkshire put in a competitive - how can BNSF putin 2 competitive offer to that? Is Buffett going to agree to put BNSF into trust? Who is
geing to leave BNSF to go run NS waiting for an approval? | can't see Mr. Buffett doing that.

The only currency they have to offer is cash, because BNSF is a private company. Mr. Buffett has plenty of cash, but he is not known for overpaying.
And lthink shareholders — the way you get to the big values here come from cwning the combined company and participating in the value creation

over the next several years. That is not something you can get in 2 BNSF transaction.
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So | just think it is not — it doesn't make sense. Could they propose a transaction that is subject to a merger approval, where shareholders have to
wait two years for the money and they may or may not get it? | think they could; | don't think that would be competitive with our transaction, so |

just don't see how they can be competitive here,

Chris Wetherbee - Citigroup - Analyst
That is great, that makes sense. Thanks very much for the time, guys. Appreciate it.

Operator
Walter Spracklin, RBC.

Watter Spracklin - R8C Capital Markets - Analyst
Thanks very much. Good morning, everyone, Thanks for taking my question.

1 guess — and maybe this is more for Bill. You have done some pretty good explanation and description of, to the Norfolk Southern shareholder,
how the additional items that you have added to this bid have provided additional each time more and more downside risk protection for the
Norfolk Southern shareholder. Could you — there might be some concern that what you are giving away on the downside to the Norfolk Southern
shareholder is at the expense of a CP shareholder.

Perhaps you could give us a little bit of a look into what the scenario, if a trust is approved but a merger is not, what CP would look like post the
disgorgement of a Norfolk Southermn?

Bill Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Raitway Limited

It's going to look just as we've described it here. We've not changing the amount of cash we're offering shareholders upfront. We are not changing
the exchange ratlo.

What we are giving Is an insurance policy that if CP stock is below — not CP, CPNS stock, the new company. In October of 2017, on that last six
months of this pericd that determines whether a payment is made, if that stock is below $175 a share — again, this is not —. We value the Company
in May of this year at $204 a share and payment is only made if the stock is below $175, 15 months later after Hunter has been in there turning

around the railroad.

So we think the probability of the payment being made is extremely small from CP's perspective, but if it had to be made this is still a good deal
for CP shareholders. That is really how we think about it.

Let me just be clear about disgorgement, because disgorgement sounds like a horrible, complicated, messy, ugly thing. If you go back tc — I'm
going to flip back to the little slide at the very beginning.

You start with the entities being putin trust. Hunter being put in as CEO of NS. NS is owned and controiied by the CPNS hold co. Full Board overseeing
the turnaround of that railrcad, Hunter Harrison in place.

You have got Kelth Creel running CP. CP is running very well, Keith is our designee CEO; Hunter has only got a year and a half left on his contract
anyway, so we are obviously preparing for that business to be run without Hunter. And actually originally Hunter — we extended him an extra year
because he had more fight in him. As you have heard, he has got a lot more fight in him.
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But what happens is, you flip to page 4, it doesn't get approved we've got two years to separate the two companies. What that is really — we could
da it more quickly if we wanted to. It's just filing a document with the SEC, a typical spinoff document.

The railroads have been run completely independently and they have to be. In some ways, it is the easiest spinoff you could ever do, Most spinoffs
are done where you have got a business that is embedded in a corporation. Then they have got to separate it and do all the complicated accounting
to separate the two and then they spin them off to shareholders. And it takes a long time.

Here you could put together the spinoff prospectus and then six months after the trust -- the merger was not approved, you get two new stock
certificates in the mail, one for CP and one for NS, and you're done.

Walter Spracklin - RBC Capital Markets - Analyst

1 guess where | am going is that — Norfolk Southern went in at a premium and had a significant cash payout to Norfolk Southern shareholders at
the beginning. Your estimation is that the Norfolk Southern in this spinout would be equal to that cash payment, the CVR, and the lack of a premium
on the way out, such that CP would look very much like it did before all of this? Or would we see CP with a lot more leverage on it in that scenario?

Bill Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Railway Limited

Sure. So couple things. Number one — and Mark should speak to the leverage levels. You have what the leverage levels will be, but basically by the
time a spinoff has to happen, which is two years after 2017 under the regs, we use all of our free cash flow to delever | think we are well less than
2 turns.

Mark Erceg - Canadian Pacific Railway Limited - EVP & CFO

Correct, correct. The simple reality is this transaction right now contemplates us being at roughly 4 times leverage, which is very, very manageable,
We have looked at every possible scenario where, if we put an entity into trust and eventually have to sell that out: one, as Bill mentioned, we have
a minimum of two years to do that.

The other thing | would add is we have the ability to do that over time. We don't have to sell 100% or splnout 100% of the entity all at once. You
can do that in phases, you can do thatin chunks.

The cash generative abilities of the combined entity and, frankly, elther railroad by itseif is such that we couid easily delever. By 2017 we would
actually be below 3 turns. So the leverage is not a concern. There is no harm that could occur to either one of these two corporations irrespective

of what might come our way.

This is really all about getting that $2 billion of value for the shareholders. That is what we need to keep focusing on because that is what the real
size of the prize is and it is worth getting after.

Biil Ackmam - Pershing Square Capital Management - CEO and Director, Canadian Pacific Raflway Limited

I think | can be a little clearer than what ! said before. On May 1, assume that both companies go to 4 turns of leverage, CP and NS. And lfet's assume
for a moment the holding company has no leverage on it. It's the simplest version and | think it is the most likely version.

Let's assume both companies take 100% of their free cash flow and they use that free cash flow to deleverage, so NS is delevering, CPis delevering.
By 2017, they are down — the complex is down to less than 3 turns of leverage and we still have two more years on which to spin them off, where
you can get leverage down probably below 2 turns over that period of time. And then both companies get delivered out to shareholders.
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| don't, off the top of my head, have the separate estimates for each railroad, but the bottom line is the NS shareholders today which wholly owns
NS are going to get stock in two companies. Those two shares together will be worth something in order of $300 a share. You're going tc make a
lot of money if this deal doesn't happen, because this is a very accretive transaction combining them and taking out $1.3 billion of operational

synergies.

Even though there is a premium, it is still a very value-creating transaction for CP shareholders, because they are going to own one share of the
new company, and for NS because they are going to own 0.451 shares of the new company and get $33. So there is no scenario that we envision
where we are not going to make a lot of money, which is why we want to do this deal.

What is really interesting about this deal is in a typical merger the operational and other synergies come when the merger closes, Here this is —I've
tried to describe it a little better — this is a management change transaction. We are putting Hunter in and he is turning around a railroad.

We are buying that railroad based on its existing earnings. We are adding some leverage to it and we are using the leverage to pay cash to
shareholders, plus some cash from us. And then we are putting Hunter in to run it,

And so it is like this is CP making an investment in NS railroad, and if the merger doesn't ultimately get approved, we just separate the two, but it
has still been a great investment. There is no scenario in which we see this as not a very profitable investment for CP. Of course, because we are
delivering stock consideration, that is very good for NS because the NS shareholders are going to make of lot of money alongside us.

Mark Erceg - Canadian Pacific Railway Limited - EVP & CFO

And, frankly, that is what the CVR is all about. We are so confident we are willing to put an additional $3.4 billion of consideration into this, because
we are so confident in the value creation that s in front of us.

Bill Ackman - Pershing Square Capital Management - CEO and Director, Canadian Pacific Railway Limited

As a result, we think it is very unlikely we are going to have to make that payment. Does that make sense?

Walter Sprackiin - RBC Capital Markets - Analyst

That makes sense. Thanks for the clarification. That is my question. Thank you.

Operator
Alex Vecchio, Morgan Stanley.

Alex Vecchio - Morgan Stanley - Analyst

Hunter, can we kind of come back to the Chicage debate? Because | think that was a sticking point for NS, They argued that a merger would result
in worse congestion around Chicago. We saw a letter from Senator Durbin in filinois to the STB to take very close attention to Chicago and assess

any potential negative implications of a merger.

So maybe we can kind of — maybe you can reiterate why, in fact, the deal does make sense; in terms of Chicago, the service can improve, congestion
will be reduced? Because that seems to be a debated point here and | think it would be helpful to just reiterate the point around Chicago.
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Hunter Harrison - Canadian Pacific Railway Limited - CEQ

Well, | guess first thing is someone has got to decide what they want to do in Chicago. In my view, if you start with security, Chicago is the last place
in the world you want to add rail traffic to. The main lines of the railroads there go right by McCormick Place, the biggest convention center in the

world, right by Soldier Field. | don't think that is good.

All we have heard in the rail industry is get rid of congestion in Chicago. Now this congressional delegation, which, by the way, | wrote back yesterday
and said { would love to sit down with you. I'm getting mixed messages. You are concerned about the congestion in Chicago, but now you are

saying we are going to lose jobs te Canada.

Well, we are flexible if we understand what somebocdy wants. We have got a facility, for example, in Chicago that the Regional Transit Authority
wants to useeminent domain to condemn it, which would have a negative impact. So people have got to understand whether they want commerce
or Chicago, whether they are concerned about jobs, whether they want an efficient transportation system, and then we can adjust accordingly to

the degree we can.

We have got certain commeon carrier obligations, but it is just like when these issues get politicai, it is very hard to deal with them. We have some
plans. For an example, one of the plans of several that we are looking at and considering, that we would route some traffic away from Chicago that
would go over the Albany Gateway in New York down the coast, and would avoid the heartland in Chicago.

But if people want all of the traffic in Chicago, we don't have the infrastructure in Chicago to handle it. if you want to add infrastructure in there,
then you can't get zoning to add it. And the smartest thing that, in my view, Canadian National ever did was they spent $300,000 and bought the

EJ&E railroad around Chicago so they would have their own railroad.

But | guess that is one that Keith talked to the other day very — and he has been working on the plan; he knows Chicago as well as anybody. So we
are very flexible there. If someone Just tells us what they would like to do why, and we can accommodate that probably.

Alex Vecchio - Morgan Stanley - Analyst
Okay. That makes sense. Very helpful, thank you.

Operator

Brandon Oglenski, Barclays.

Brandon Oglenski - Barclays Capital - Analyst
Thanks for getting my second gquesticn in. Hunter, earlier | was not questioning your integrity at ali, but justthe way a trust could (multiple speakers).

Hunter Harrison - Canadian Pacific Raflway Limited - CEO

| understand that. You are the man.

Brandon Oglenski - Barclays Capital - Analyst
Bifi, | guess money talks here, right? § understand the CVR, but even by your own math, | mean if things work it's only worth a few bucks on an

option value framework. And given where Norfolk sees the value of your offer relative to where you guys see it, | don't think this is geing te push
the Board to say, oh my goodness, now we've fixed it; let's go hold hands and get this thing done.
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So why not potentially up the equity ownership of this combined company? If the synergies are going to be so great — | mean It should be very
accretive for a CP holder — isn't there a little bit more that you could do on the equity side for a Norfolk holder?

Biff Ackman - Pershing Square Capital Management - CEQ and Director, Canadian Pacific Railway Limited

No. And let me just make a point here. You said that CVR, in your scenario, is only worth a couple buck. Well, if you go to page 21, the scenario in
which the CVR is only worth $2.53 is the scenario in which the stock is at $204 a share.

If the stock of CPNS on May 1 at $204 a share, the deal is worth $127.29. That is a 61% premium, s that s it. That is plenty of premium, thatis a
great deal; it's a homerun.

Remember, when someocne is selling a company they want you to pay a stupid price. When someone is buying a company they want to buy it at
the cheapest price they can. But a deal happens when someone proposes a deal at a fair price. And by the way, when you are paying in stock and
you are receiving stock in a transaction, you don't want the buyer to be stupid because most of the consideration here is in stock.

So we have designed a transaction where we are sharing the value that is being created between both companies. Again, don't rely on our math.
Take CP, add NS; put in the capital structure; calculate your ewn earnings for 2017, 2018, 2020; build a model, which | am sure you have done or

you are doing; and you tell me whether our $204 number is right or wrong.

At $175 our offer is a 47% premium. You are right; the CVR is only worth $4.76 and that scenario. So this is — 1 haven't seen a strategic deal of this
size with a premium of 60%-plus, so that is about as good as it is going to get.

I think if we had someone we could sit down and negotiate with and there were some tweaks here and there, things they wanted, things we could
deliver --. If | were this Board | wouldn't want my fast act to be being thrown out by the shareholders, | would want my last act tc be negotiate a

deal that is in the best interest of the holders.

But Hunter is done. | got that message from him and we are not going to spend shareholders money in a way that we don't -- we are the largest
shareholder (technica! difficulty). We have got multiple billions of doliars invested here. We view this as a very long-term investment for us and so

we are not going to do something dumb.

What we need here and where you should call into question is shareholders need to pick up the phone and cali the directors, called the lead director
of NS and tell them what you want them to do. If what you are saying here -- shareholders are saying they don't want this deal, then we are going
to go talk toanother railroad. If the shareholders say they want this deal, we are ready to negotiate and get this thing done and get this thing done
immediately. Mr. Squires can exit with his head held high; there is a spot for him if he wants to work. We are prepared to respect the tradition and

history of the railroad.

This will be a great thing for the NS shareholders, for CP shareholders, and for the country, so we would iove to make it happen.

Hunter, you've probably got a last word.

Hunter Harrison - Canadian Pacific Raifway Limited - CEQ

I have probably said too much, but it is too late for that. But hopefully we did add some diarity today and | appreciate, Bill, your help here. it has
been well for all of us. Mark, good job.

All | can emphasize is my view here is similar to what Bill said, this is in the hands of the sharehoider at this point. if they are not going to come to
the @ble and they are not going to talk and they are not going to enter a dialogue with us, then the only way it Is going to happen is you show
support for this transaction. If you don't want it to happen, all you got to do is tell us, and as Bill said, we got other things to do.
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It is up to you. | would look at it in a little more simple way. lf you look at where they are today and you look and say there is some M&A premium
built in there, and if this doesn't go through and if we walk, it is not going to stay where it is and | don't see a iot of foundation.

Look, here is where they are saying — where they get to in their plan is we are already 6 poinis better than that, We have got a five-year running
start. Who are you going to bet on? If you want to bet on them, so be it. Ball is in your court. Have a great day, thanks.

Operator

This concludes today's conference call. You may now disconnect.
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CPRaﬂ may cut as many as 6,000 jobs: Harr

‘1 SCOTT DEVEAU | March 6, 2013 6:30 PM ET

More from Scott Deveau | @scottdeveau

“One thing that has marked this past nine months, or year, is cha'g}é. and if 'yo;.l don’t like ange at Canadian Pacific i's not the place be,” t
“We've had a lot of change and there's going to be a lot more.”

CP Rail job cuts: 6,000 workers could be let go, Hunter Harrison says

A restructuring underway at Canadian Pacific Railway Ltd. is ahead of target, but job losses at the
6,000 workers, chief executive Hunter Harrison said Wednesday, more than the 4,500 he had o

3/25/2016 12:12 PM



“One thing that has marked this past nine months, or year, is change, and if you don’t like change
place be,” he said at a investor conference in New York. “We’ve had a lot of change and there’s gc

Mr. Harrison said the railway has already reduced its head count by more than 3,000 workers, a;
worker and consultant positions and their duties were consolidated under a permanent workforc

If you don'’t like change at Canadian Pacific it’s not the place be. We've
there’s going to be a lot more

The company’s efforts to streamline its operations by closing yards and changing how trains are 1
those cuts, he said.

But Mr. Harrison said he believed the number of job losses could reach upward of 30% of the ori
receiving a paycheque at the railway when he took over.

“It certainly could be [6,000],” he said.

Related
Rivals CP Rail and CN Rail forge executive poaching accord

CP Rail CEO ‘gorging’ on efficiency opportunities

But he said a number of factors would play into that, including how quickly the railway could ph:

how much new business is won.

He said the streamlining of CP’s operations is already finding its way to the bottom line and that
believed the company could potentially reach an operating ratio close to 70% this year. (Operatir
ratio is an important gauge of the railway’s profitability measuring operating costs as a percentag
of revenue where the lower the number, the better.)

CP has had the worst operating ratio of all North American top-tier railways in recent years, whic
led to a proxy battle that resulted in Mr. Harrison’s appointment as chief executive last June.

Mr. Harrison said he aims to reduce the company’s operating ratio to the mid-60s k
2016, and moving that needle to the low 70s — or below — by the end of 2013 would
mark an acceleration of his efforts toward that goal.

Mr. Harrison said he believed that 2013 target was possible provided the railway achieves the hig
single-digit revenue growth it is expecting this year, which he said includes an assu - ) e 'O‘W
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approved.

He acknowledged, however, there would be some upside if the pipeline is rejected and oil comps

alternative forms of transport.

“We’ve said low 70s. But if things come together — everything hits — is there a probability that we
said. “We’re going to continue to see the operating ratio go down. It’s just how quick we’re going
crude going to come on, and if we get high-single digit revenue growth, it’s pretty likely we could

barrier.”

o o saact SR s
b 2T SRR S BRI
CP has had the worst operating ratio of all North American top-tier railways in recent years, Jeff Mcintosh/The Canadian Press
which led to a proxy battle that resulted in Mr. Harrison's appointment as chief executive last June.

Mr. Harrison said he believed, despite the job losses, CP’s workforce has embraced the rapid cha

recent months.

“There has been a lot accomplished, but there’s a lot more to do,” he said, adding that someone a

takes to change a corporate culture.

“I'll just tell you what Margaret Mead said. She said you do it one funeral at a time, and hopefully

he added.
@ Follow
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But he said culture change takes longer than a year to complete, and he said nearly 3,000 CP em

six hour sessions about the changes.

Mr. Harrison the most significant change that has occurred at the railway in recent months is the
president and chief operating officer, and likely successor to Mr. Harrison, who was poached frc
Railway Co., in exchange for a promise from CP not poach about 60 of its rival top executives thr

Mr. Harrison said Mr. Creel has hit the ground running.

“I kind of went through Canada maybe like Sherman went through Atlanta, and he’s been sort of
fine-tuning,” Mr. Harrison said. “As soon as he’s ready, which will be soon, he’s going to be given
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Faced with depressed demand for metal, coal and other commodities, Calgary-based Canadian
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Given the weak economy has resulted in a drop in demand for commodity shipments,
Canadian Pacific Railway said it plans to cut another 1,000 jobs this year.

CEO Hunter Harrison made the announcement during a conference call with analysts
on Thursday, after reporting fourth-quarter earnings that were strong, but still fell shoi

Ghomeshi trial proves  of analyst forecasts.
one thing: we need a

ggﬁfg:nt system: “We feel with some productivity gains, there are probably 1,000 additional heads to
come out, potentially in "16,” Harrison said, noting the job cuts could begin by the
middle of the second quarter.

It would impact employees across the company, including both unionized and
management staff, but a spokesman noted job cuts would be handled through attrition.
given more than 2,000 people leave the company annually.

'Where are our Syrian
et e “As market conditions improve over the longer term, we would look to bring back
employees in order to meet market demand,” said CP spokesman Martin Cej said in an

email.

Harrison took over the top job at the Calgary-based railway after a bitter proxy fight in
2012. He estimated that “6,000 to 7,000 jobs” have been eliminated to date, mostly
through attrition. At the end of 2015, CP had about 13,000 employees.

Harrison also boasted that the promises made during the proxy fight have been
achieved, including getting to an operating ratio of 65 per cent by 2016.

At the time, that target was widely questioned and considered too ambitious. Harrison
noted CP’s operating ratio, an industry measure of efficiency, was even better at 59.8
per cent in 2015.

Executives including Keith Creel, president and chief operating officer, emphasized the
company’s focus will be on controlling operating expenses and capital costs, because
they can’t predict revenue growth, due to the economic slowdown.

At the same time, CP continues to push for a merger with Norfolk Southern railway,
which operates in the eastern United States.

But Norfolk Southern has rebuffed a takeover, even though CP has sweetened its offer,
first extended last November.

CP has argued that rail mergers are needed in order to ease rail congestion, especially
around Chicago, where freight trains can get stuck for 30 hours, and move goods more
efficiently across the United States.

CP’s earlier attempt for a merger with Florida-based CSX was abandoned in 2014.

Rival rail CEOs have charged a merger between CP and Norfolk Southern would limit
competition and hike prices. A merger would also face the hurdle of winning U.S.
government approval.
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Earlier this week, CP took the unusual step of asking the U.S. Department of Justice to
look into whether top executives at railways such as CSX and Union Pacific were
working together to thwart CP’s bid.

Several have openly said that they don’t support a CP-Norfolk Southern merger.

Questions have arisen about whether the U.S. Surface Transportation Board would
approve such a merger, which has already been publicly opposed by some U.S.
members of Congress. ‘

Harrison alluded to political influence when he suggested that CP is waging an uphill
battle, facing a stacked deck.

“If somebody has an ace up their sleeve, and they’re not playing by the rules, then we
understand that,” he said. “We would have to adjust accordingly.”

CP has not said whether it would then launch a proxy battle with Norfolk Southern,
which reports earnings next week.

One analyst, however, pointed out that given CP’s stock price has been dropping as
other railroads are falling, would CP consider dropping its bid.

CP’s shares in Toronto closed at $149.84 on Thursday, way down from a high last
March of $245.05.

Harrison conceded that CP is reviewing its plans — and it could decide to abandon the
merger, and pursue an aggressive stock buyback plan to boost the price.

“We could just run the railroad. It has worked well for us, and life goes on,” he said.
CP by the numbers:

Full year 2015 results:

Record revenues: $6.71 billion

Adjusted diluted EPS: $10.10, up from $8.50 in 2014

Net profit: $1.35 billion

Free cash: $1.16 billion

More on thestar.com
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The Honorable Verncn A. Willlams
Acting Secretary

Intarstate Commarce Commissian
12th and Constitution Avenua, N.W.
Room 2215

Washington, D.C. 20421)

Re: JIllinois Central Corp.--Common Contrel--Illinois
Central R.R. Co. And The Kansas City Southern Ry.
Co., P.D. 32556-- Request For Informal Opinion-
Voting Trust Arrangement

Dear Secretary Willllams:

The unions which have previously bean roferrad to in the
above-referanced proceeding as the "Allied Rail Unlons® or
“ARU~Y aro writing in opposition to the August 16, 1994 latter
of the Illinois Central Corp. ("IC") requesting an opinion from
the Office of the Secretary which would “"informally” sanction
IC's immediate control of Kansap Clty Southern Rallway Company
{“RCSR*) through the placement of the Illinois Contral Railroad
{"ICR") in a voting trust ponding Commlesion approval IC‘'s common

17 The Unions referred to collectively as thae Allied Rafl
Unions are: Amsorican Train Dispatchors Dopartment/BLE}
Brotherhood of Mafintonance of Way Employes; Orothorhood
of Railroad Signalmon; Hotel Employcos snd Rastaurant
Eaployees Intarnational Unionj International Brother-
hood of Bollermakers, Iron Ship Buildors, Blacksmiths,
Forgers and Helpers; International Brothorhood of Eloc-
trical Workers; !-%ernatfonal Brotherhood of Firomen &
Ollers; and Sheet Heotal Workors' Intornstional Associ-
ation. There (8 no logal ontity known as tho ARU, each
organization is parti{cipating in these procoedings in
its own name, the collective description of “Allied
Rai! Unlons”" i{s used only for convenienca of referonce.
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:o?é;ol pf KCSR and the lllineis Contral Rallroad Company
t— -).,‘,'
INTRODUCTICN

If IC actually proceada with its plan to placa ICR (n a
voting trust and acquire control of RCSR in advence of Commission
approval of that action, the ARU will contand that tho acheme is
violative of the ICA. Section 11343 of the Act, and {ts preda-
cesaor §5, demonstrate Congress' clear [ntont to pravent acqui-
sitfons of control over rall carriers in the absence of govern-
sental epproval. Because the cunning of corporate sclhemors often
excecded the reach of the statute, tho Act was amended In 1940 to
ensure that corporate manipulations would not permit evasien of
the law. Thua in Gilbertville Trucking Co. v. United Statos, 171
U.s. 115, 123-125 {(1962) (footpotes and citations omitted) the
Supremae Court stated that:

Congress, in passing §5(4) ond the supplomon-
tary §5({5) |predecessor to currant Saction
11343) and 6), was primarily concorned with
roaching the elaborate corporate davices used
to contralize control oavar the rallroads
*without Commission supervision end In doff-
ance af tho will of Congreas.™ Although Con-
gross had intended tho Transportation Act of
1920 to provide coaplete suporvision, the Act
proved inadequate to roach the holding company
mm - - L]

« + « On its face, §5(4) proscribes not just
corporate and legal devices, but control ef-
fectuated "in any other manner whatscaver.”
Any doubt as to tha scopo of this phrasc wvas

27 IC has requested an opinion from the Secretary that
isplementation of the planned arrangaement would not bo
violative of the "policy agsinst unauthorized acquisi-~
tion of control of a rogulated carrier.” The ARU noto
that what is at lssuc here is not just a policy against
unanthorized acquisitions of control over additional
carriers but an explicit statutory command which con-
stitutes a major purpose of the ICA. In that taz:rd
the Allled Rail Unions question tho utlility of t
informal oplinion process and thoy dispute the assump-
tion that an opinlon (rom the Secrotary could have any
legal effact whatsoovar. Howevar, sinco the Comais-
slon's rogulations sanction IC's requoat, tha Allied
Rall Unlions submlt this response to IC’'a cequoat.
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remgved when Congress added the definition of
“control” to §1{J}) (b} of the Act in the Trans-
poctativn Act of 1940, S4 Scat 899-500. This
section states that for purposes of $§5 and
other sections, *control™ “shall be construecd
to inclode actual as well as leogal control,
whether malntained or exercised through or by
reason of the method of or circumstances sur-
rounding organisatlon or operation . . ..* Weo
have conatrued this language to oncompass
every type of control in fact and have left to
the agency charged with enforcement tho detor-
mination from the facts whether “control®
exists, subject to normal standards of review.

This purpose of the statute was unaffected by subseguent amond-
ments to the ICA or by recodification.

The Allied Rail Unions will arguoc that the application of
the atatute required by Gilbertville and Lts predecossors re-
quiras rejection of the IC's ucheme becausa it involves IC‘'s do
faceo control over two carriers without that arrangemont under-
going tho full public scrutiny requlired by the Act's statutory
restricticns on control arrangemsnts. Horcovar, the Allied Raill
Unfons are concerned that when tho Commigsion {inally addrosases
the proposed transactlion, the Commission will be presented with a
fait accompll as the result of tho immediate i(mplementation of
the ioproper voting trust arrangemont. They are furthor con-
cerned that efforts to obtaln affective romodies for this sericvus
viclation of the statute will be Ilmpeded by the IC's reliance on
the imprimatur of the Cffice of tho Sacratary and tho roality of
many months of actual operatlions. This ontlire schome is a tgrow-
back to the time preceding the enactmant of the 1920 amendmonts
to the ICA. The attempt to obtaln the Secretary's pre-approval
of this arrangement ls reminiscent in its audacity of the type of
railroad industry scams and abuses of govornmnu:al procosses
chronicled in Charles Francis Adaoms' Chaptors of Brie, which
preceded the creation of the Commiammion. Tho Allied Rall Unlons
raspectfully subalt that, upon consideration of the language and
purposes of the ICA and {ts history, the Offico of tho Sccretary
sahould reject IC's request f[or an "informal opinion® which could
latar bo used as loverage for a favorable ruling on the coamon
control of the two carriers and as a shiold agalnst attempts to
obtain redress [or actions takon pursuant to this unlawful
scheme.

DISCUSS 10N

In its request for an informal opinfon, IC states that It
plans to obtain control over KCSH and to assign its thrae top
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executives to the highest positiona of KCSR while placing ICR iIn
a voting trust arrangemaent, IC then will apparently run en "auto-
matic pilot® as the sccond tior of ICR officlals assumo rosponsi-
bility for running the ICR while IC undorgees tho formality of
Commission approval of {ts common control of both carriera. In
the meantime, the formor IC officlals will take actions to al-
legedly "improve the efflciency of [KCSR) oporations and [{ts)
sarvica to customers,”™ aven though thaese samoe offlcials acknow-
ledge KCSR to bo a4 "well-run ralliroad.™ In commants to tho
press, IC officials have been less circumapect, astating that IC
plans to bring Illinols Cantral'a operating practices to KCS and
<uggesting that KC5 Ils “undormanaged™ and the ™IC i{s going to
send a SWAT team over to KCR and try to drive efficiencics
thore.™ See Journal of Com.erce July 20, 1994. Howaver, IC's
August 16 letter brazenly asserts that thase changes will have
absolutely no relationship to tha common control transactien.
Additionally, while the procoss of statutory review is pendlng,
the two railroads will engage in a datajiled level of communic-
ations sufficient to permit the filing of consoalldated raports to
the Securities and Exchange Commission and the IRS.

Thus, at the time the IC files its applicastiaon with tho Com-
misslon, it will control Lhe KCSR in fact whila IC's hand-picked
managers ioplemont a pre-conceived strategy for ICR and cormmunic-
ate zegularly with the peopleo who wore their former bossas and
who will be thelir future bossea, In esscnca, while IC ls saaking
approval of its de jure common contrel ovar the ICR and KCSR it
will already have such common control de facto in overy manner
posaible except for the formalities of titlas of management.

Bacause IC has preosented only a brief description of its
plans and a scanty dlscussion of supposed authority for its ac-
tions, and because tho morits of IC's plan should be addressed by
the Commission, the ARU will alsc make only a briof presontation
to the Office of tho Socretary which should be sufficiant to pro-
vide some balanco to the Socrotary‘s conslderatlon of tha reguost
for an informal oplnion in advance of implomentatfion of tha
voting trust arrangemont. In the remainder of this laettor, the
ARU will demonstrate that IC*s plan is violativo af the ICA, that
the procedent clited In IC'u lettor doos not support its rogquost
for an opinfon and that members of these unions will bo advorasely
affected if the voting trust arrangoment {s implomanted.

1. The use of a voting trust as plannoed by IC is improper.
It {8 lmportant te recognize that in this caso the purchaser is
not acqguliring stick of an additional carvior and putting that
stock in a voting trust ponding Commission approval of the common
control tranmaction. Instoad, the purchaser Is placing the stock
of the carrier it already controis (ICR} In a trust while {t
assumes [emediate de facto control over the addltional carrier

———— 3
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for which control approval is boing sought at the Commisaion.
While the Allled Rall Unjons believe that tho voting trust (s an
inheraontly suspect dovice with roaspect to any carrier control
transaction, glven the language, history and purposde of the ICA,
they respectfully submit that it is clearly improper when usced es
ls plannsd hoere.

Whon a purchaser placos a newly acquired corporéaticn in a
voting trust, thore Is ot least tho possibility that tho trust
will prevent the purchaser from actually assuming control of tho
acquired corporation until Commissfon approval of tha common con-
trol of tho carriers is obtainod. However, whon a purchaser act-
uvally assumes control of a newly acquired corporation and places
an alroady owned corporation Iin a trust {t is only through doli~
berate self{-decoption that one can boliove that tho trust {s an
affective machanism to pravent unlawful cocmmon control while
agency proceedings are ongoing.

Here, the three top officors of IC and ICR wlll move aver to
tho ECSR to immediately implement changes in KCSR oporations,
leaving thelr subordinates behind to continue to run ICR in ac~
cordancoe with pro-established plans undor the eye of a trustae
who will be gono onco those throo top officers of IC returnm.
Morecvar, the two curporations wlll sharo {nformation sufficient
to allow the flling of consclidated SEC reports and tax returns.
It would be stunningly nalve to conclude that thls situation is
one in which the voting trust device would be effoctive protec-
tion against the exercise of cceman control over those two rail-
roads prior to actual Commisaion approval. If IC consummates its
control over KCSR prilor to Commlssion approval, it wlll do so Ln
violation of Section 11343.

Assartions of good faith, good will and alleged high stan-
dards of business ethics of thoss involved are, of coursa, insuf-
ficient as a sattor of law to permit & violation of the atatute.
Such assortions are also inadequate as & matter of oxporience,
given the Commission’s findings of breacars of the voting trust
astablished by the Santa Pe Soathorn Paclifls Corporation with
respect to the common control of the Atchicon, Topeka and Santa
Fo Rallwey and the Scuthern Pacific Raflrr2d in Financo Docket
Ro. 30400. Surely those Ilnvolved thero wore no loas porsons of
good faith, good will and high ethics, than are the IC officials
involved here, but that did not prevent tho violatlons of the

trust in that case.

Thus both law and past experience demonstrate that the
vating trust arrangement planned by IC is improper and the Secro-
tary therefore should not (ssu0 an opinion, eéven an informal one,
which could be viewed as sanctioning such arrangesont.

TN e ey ——y ;
£ - - rm
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2. The procedont cited by IC cdoes not support its requosat
for an apinion that Its actlons will not be violativo of tho ICA.
In support of its request for on opinion that its planned actions
would not violate tha statuto, .C has cited only & handful of
authoritles, none of which [s diascuased {n any dotall. In the
absence of a dotailed discussicon of haow thoso decisions and
oplnion lattors supposedly justify the oplinion sought by IC, the
ARU will offer only general comments regarding the cited
authoritics.

It 18 astonishing that thae tranaactlon most clted by IC s
the Santa Fe Scuthern Pacific transaction. Given the abysmal
fajlure of the voting trust arrangemoent in that case, it Is re-
markable that IC would even intimate that the Sccrotary laok at
that transactlon as a basls for parmitting the arrangement
planned In this casa. The Allied Rall Unions respectfully submit
that the abuses of the voting trust Iin that case demonstrats
p:eiiuoly why IC'a request [or an cplnlon lettar shauld be
danied.

The othor authorities cited by IC do not advance {ta posi-
tion. This procceding invoives two Class 1 carriers; none of the
transactions citad by IC, excapt the ill-fated SFSP transaction,
involved two Class I carricras. Nor dooes It appear that any of
the cited transactiona other than the SFSP transactien inveolved
carriers which wore compatitors. Because tho (pplications for an
impropar control arrangement Involving two compoting Cless I
railroads arc 8o significantly difforent from the impllicaticns of
an improper control relationshlp lnvalving non-compating, small
sotor carrliers or small short line railroads, it cannot bo sald
that the decisfions and opinion lettars In such cases support
issuance of the roquested opinion letter in tho lnstant case.

Givan the Commisailon's experiaonco In the SFSP transaction,
and tho significant difforonces botwuoesn this transaction and the
othar cited transactions, It is rcadily apparant that the cita-
tions provided IC are not sufficlent to pormit the Secrotary
to issue an opinion that establishment of tho voting trust would
insulato IC from a rathor cbvious and significant violatlion af
the statute.

3. IC's (mplemantation of common control over ICR and KCSR
wouid have serious adverss consequencos for momborn of tha Alll
Rall Unions. IC's requesat for an opinlon lettor acknowladgoes
that {t plans to Implement changes In operations and sorvice onco
IC*s officars tako charge of KCSR. And, as is noted above, whan
speaking more candldly, IC officlals have indlcatad that such
changes would be slignificant; those changos nacessarily would af-
fect menbers of these unions. Intereatingly, IC contends that
these changes would bo “stand alone™ changes and "indepandent of

DowHr reeem o e lath L e st o
& — = T - e a e ooz ape—,
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and unrelated to™ the proposed common control. This is a
patently specious and self-serving assertion which flouts common

sansoc.

In che absenca of IC control of KCSR, the threo top IC offl-
clals would be in no position to affect any changes {n KCSR oper-
ations and service. The fact that ECSR is a succesaful carrler
demonsatrates that there is no basis for an assumption that the
planned changes would have occurred without IC's acquisition of
control over KCSR, or that there {s a need for a "managemont SWAT
team™ to implement efficiaencies. Indeced, the tonor IC's commants
to the press furthor demonstyrate that the changes planncd are tho
raesult of the perceptions of IC officials, not the affectuation
of somo pre-existing plan of KCSR and are In rathor obvious
anticipation of ICC approval as were Sante Fo's actions on SP.

The principal reason for the clalm that the planned changes
would be independent of the common control transaction {s cloarly
that IC intends to argue that employces affected by its actions
prior to an approval of the common control transaction would not
be ontitled to protective benefits lmposed in connection with
such an approval. The Secretary's office should refuse to sanc-
tion this cynical and lmproper attompt to sanlipulate an evasion
of tho statutorily mandated exployee protective conditions.

A msecond reason for this claim, and for the ontire roguest
for an opinion lotter, {s coertainly that IC la hedging against
the possibility that its application for common control will be
denied and a request will bo made for cmployee protacti{ons with
respact to actions taken while the application is pending. IC ls
surely aware that the Commission has baon considoring a ruquest
for protections for employcos affocted by the falled SFSP trana-
action. See Rajlway Labor Bxecutives' Asgoclation v. ICC, 938
F.2d 352 (9th Clr. 199%2). By requesting an opinion latter
finding that {ts plan is not violative of tho statute, IC secks a
preesptive defense to any claim for employve protective
counditions under Section 11344(c) arising as a result of rejec-
tion of its application. In responding to any such claim, IC
could cite the opinion letter as proof that, even if its actions
were improper, it did all it could to comply with the law and
acted in good faith. The Allied Rail Unions strongly urge the
Secrotary te refrain {rom providing any support to IC'a
preesptive defense., A& final point in this regard is that thoe
aexperienca of the Commission in Santa Fe Southern Pacific
demonstrates that esployees can be serlously adversely affoctod
by actions taken under 8 vating trust and that once such
actions occur, the Comajssion a difficult time in formulating
effectiva remedies for thoir effects on czploycos.
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CORCLUSION

The foregoing demonstrates that the planned voting trust
arrangement (s clearly improper and should net legitimized in any
way, oven by an informal, non-binding opinion letter from the
Secrotary; that the authorities relied upon by IC do not support
its request for an opinion lettor; that mombora of theso unliona
will ba injured in the evant that the requested opinicn letter 1s
issucd and that a dofense to emplayee claims appears to bo a
driving force behind the requast for an opinion letter. Finally,
it muat be recognized that eveon though an opinion from the Secron-
tary would not be legally binding, {t cartainly will create
momentum for ultimate Commission sanction of the voting trust;
since, as time passes, IC will obtain groater and greater coatrol
ovaer KCSR and it will bo more difficulc for ihe Commission to
roject the transaction as such control i{s effectuated.

For all of these roasons, the Allied Rail Unions
respectfully submit that tha Secretary should not issuo tho
cpinicon letter sought by IC. If IC truly bolioves that it may
avoid unlawful common control of two carriars by putting its
existing carrier subaidiary in a voting trust winile it assumes
cantrol over another carrler, 1t should soek a declaratory ordar
from the Commission formally authorizing, with nocessary
conditions, such an arrangement. &.g., Reliance Group Holdings--
Patition for Declaratory Order, 66 I.C.C. 446 (1982). Otherwlise
it should not act until the Commiaslon rules on ita application
as is required by the statute. IC cannot reasonably oxpect to
engage in such an aggrossive and risky stratogy under covor of a
preliminary detarmination that ilts strategy is proper. The
request for a letter from the Secrotary suggesting that IC would
not violate the statute If it proceeds with acquisition of
control over KCSR while putting ICR into a vating trust should be
denied and IC should be dirccted to ssok formal approval of the
proposed voting trust prior to its acquisition of KCSR stock.

Respectfully,
HIGHSAW, MAHONEY & CLARKE, P.C.

eloan
Alllied Rail

cc: Robart P, vom Eigen
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Search this site...

Customers

Mission - “to Provide Quality Switching And interchange Services To Its Connecting Carriers
And Their Customers In the Port of South Hampton Roads, Virginia”

Read More

Our Vision

To Be The Safest, Most Customer Focused And Successful Terminal Switching Railroad In
The United States

© 2006-2013 Norfolk & Portsmouth Belt Line Railroad Co. | Designed by Steel Nerve Designs
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History

The Norfolk and Portsmouth Belt Line Railroad Company is a Class III terminal switching
railroad, incorporated in the State of Virginia as the Southeastern and Atlantic Railroad
Company on March 4, 1896, currently operating over 26 miles of road in the Hampton
Roads communities of Norfolk, Portsmouth and Chesapeake. The Belt Line adopted its
current corporate name on January 12, 1898 and acquired and absorbed the Elizabeth River
Railroad in 1910. The Belt Line was originally formed by eight railroads and today is jointly
owned by the Norfolk Southern Corporation, headquartered in Norfolk, Virginia (57%
ownership), and the CSXT Corporation, headquartered in Jacksonville, Florida (43%
ownership). The eight original railroads were Norfolk & Western RR, Chesapeake & Ohio
RR, Southern Railway Co., New York, Philadelphia & Norfolk RR, The Atlantic & Danville
RR, Atlantic Coast Line, Norfolk & Southern RR, Seaboard Air Line RR.

The principal business of the Belt Line entails interchanging cars between connecting line
haul carriers and various marine terminals and industries located along its tracks. The Belt
Line currently operates one main classification yard located in the South Norfolk area of
Chesapeake, Virginia. The General Office, T&E, and Maintenance of Way facilities are

also located in South Norfolk. In addition to its own tracks, the Belt Line utilizes certain
tracks of its proprietary roads in accordance with trackage rights agreements.

Industries on the Belt Line enjoy good competitive transportation links to the world. The
Belt Line prides itself on safe railroad operations and dependable, cost effective railroad
service. The Belt Line is structured for timely customer service which adds to the
competitiveness of its customers in the marketplace. The Belt Line currently serves 24
industries and interchanges with both of the owners as well as the Bay Coast Railroad and
the Chesapeake and Albemarle Railroad.

1 of2 4/4/2016 10:53 AM
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PART I

NORFOLK SOUTHERN CORPORATION AND SUBSIDIARIES

Item 1. Business and Item 2. Properties

GENERAL — Our company, Norfolk Southern Corporation, is a Norfolk, Virginia based company that owns a
major freight railroad, Norfolk Southern Railway Company. We were incorporated on July 23, 1980, under the
laws of the Commonwealth of Virginia. Our common stock (Common Stock) is listed on the New York Stock

Exchange (NYSE) under the symbol “NSC.”

Unless indicated otherwise, Norfolk Southern Corporation and its subsidiaries, including Norfolk Southern Railway
Company, are referred to collectively as NS, we, us, and our.

We are primarily engaged in the rail transportation of raw materials, intermediate products, and finished goods
primarily in the Southeast, East, and Midwest and, via interchange with rail carriers, to and from the rest of the
United States. We also transport overseas freight through several Atlantic and Gulf Coast ports. We provide
comprehensive logistics services and offer the most extensive intermodal network in the eastern half of the United

States.

We make available free of charge through our website, www.nscorp.com, our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports as soon as reasonably
practicable after such material is electronically filed with or furnished to the U.S. Securities and Exchange
Commission (SEC). In addition, the following documents are available on our website and in print to any
shareholder who requests them:

»  Corporate Governance Guidelines

*  Charters of the Committees of the Board of Directors

e The Thoroughbred Code of Ethics

*  Code of Ethical Conduct for Senior Financial Officers

» Categorical Independence Standards for Directors

»  Norfolk Southern Corporation Bylaws



RAILROAD OPERATIONS — At December 31, 2014, our railroads operated approximately 20,000 miles of road
in 22 states and the District of Columbia.

Our system reaches many individual industries, electric generating facilities, mines (in western Virginia, eastern
Kentucky, southern and northern West Virginia, western Pennsylvania, and southern Illinois and Indiana),
distribution centers, transload facilities, and other businesses located in our service area.
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Corridors with heaviest freight volume:
» New York City area to Chicago (via Allentown and Pittsburgh)
*  Chicago to Macon (via Cincinnati, Chattanooga, and Atlanta)
»  Appalachian coal fields of Virginia, West Virginia, and Kentucky to Norfolk, Virginia and Sandusky,
Ohio
* Cleveland to Kansas City
* Birmingham to Meridian
*  Memphis to Chattanooga



Investment in Conrail

Through a limited liability company, we and CSX Corporation (CSX) jointly own Conrail Inc. (Conrail), whose
primary subsidiary is Consolidated Rail Corporation (CRC). We have a 58% economic and 50% voting interest in
the jointly owned entity, and CSX has the remainder of the economic and voting interests. We are amortizing the
excess of the purchase price over Conrail’s net equity using the principles of purchase accounting, based primarily
on the estimated useful lives of Conrail’s depreciable property and equipment, including the related deferred tax
effect of the differences in book and tax accounting bases for such assets, as all of the purchase price at acquisition
was allocable to Conrail’s tangible assets and liabilities.

At December 31, 2014, based on the funded status of Conrail’s pension plans, we decreased our proportional
investment in Conrail by $12 million. This resulted in expense of $11 million recorded to “Other comprehensive
loss” and a combined federal and state deferred tax asset of $1 million.

At December 31, 2013, based on the funded status of Conrail’s pension plans, we increased our proportional
investment in Conrail by $37 million. This resulted in income of $34 million recorded to “Other comprehensive
income” and a combined federal and state deferred tax liability of $3 million.

At December 31, 2014, the difference between our investment in Conrail and our share of Conrail’s underlying net
equity was $529 million. Our equity in the earnings of Conrail, net of amortization, included in “Purchased
services and rents” was $39 million for 2014. For 2013 and 2012, this amounted to $42 million and $34 million

and was included in “Other income — net.”

CRC owns and operates certain properties (the Shared Assets Areas) for the joint and exclusive benefit of NSR and
CSX Transportation, Inc. (CSXT). The costs of operating the Shared Assets Areas are borne by NSR and CSXT
based on usage. In addition, NSR and CSXT pay CRC a fee for access to the Shared Assets Areas. “Purchased
services and rents” and “Fuel” include expenses for amounts due to CRC for operation of the Shared Assets Areas
totaling $144 million in 2014, $146 million in 2013, and $147 million in 2012. Future minimum lease payments due
to CRC under the Shared Assets Areas agreements are as follows: $36 million in each of 2015 through 2019 and
$160 million thereafter. We provide certain general and administrative support functions to Conrail, the fees for
which are billed in accordance with several service-provider arrangements and approximate $8 million annually.

In 2014, we converted approximately $147 million of our accounts payable into the long-term advance from
Conrail included in "Other Liabilities." “Accounts payable” includes $56 million at December 31, 2014, and $187
million at December 31, 2013, due to Conrail for the operation of the Shared Assets Areas. “Other liabilities”
inctudes $280 million and $133 million at December 31, 2014 and 2013 for long-term advances from Conrail,
maturing 2044 and 2035 that bear interest at an average rate of 2.9% and 4.4%, respectively.
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Bill Ackman Bets Again on Valeant, Taking a
Seat on the Board

Andrew Ross Sorkin
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Bill Ackman earned his reputation as an elite investor by making big, concentrated bets. Credit
Misha Friedman for The New York Times

After reaping the best returns of any hedge fund manager in 2014, Bill Ackman appeared on the
cover of Bloomberg Markets magazine, grinning, with the headline, “How Do You Like Bill
Ackman Now?”

Well, these days, about 47 percent less.

That is the amount Mr. Ackman’s funds are down from their highs as he miscalculated, several
times over, his investment in Valeant Pharmaceuticals, which has turned into an unmitigated

disaster.

On Monday, Valeant said it would restate its earnings, asked a former chief financial officer to
resign from the board over “improper conduct” and pushed its chief executive, J. Michael
Pearson, to step down. And Mr. Ackman, who made his name — and billions — spotting
financial fraud but missed any signs of chicanery at Valeant, joined the board, hoping to salvage
his investment, which had fallen 86 percent in the last year.

With the hedge fund “It Boy” dethroned, the schadenfreude on Wall Street is thick.

Mr. Ackman has earned his reputation as an elite investor by making big, concentrated bets. He
has had huge wins, like a 77-fold return in the mall owner General Growth Properties and
successful activist campaigns like a recent one in Canadian Pacific railroad. But he has also
become a lightning rod over failed investments like those in the retailer J. C. Penney and his long
fight, thus far unsuccessful, to bring down the supplements maker Herbalife.

Now, deep in the red, Mr. Ackman will have to generate returns between 50 percent and about
70 percent in his various funds to earn a performance fee, typically 20 percent of the profits that
account for most of a hedge fund manager’s compensation. This will take a near miracle — or a
very long time. The preternaturally optimistic Mr. Ackman thinks that he can save Valeant and

that he will recover.

But here’s the conundrum: Mr. Ackman’s pain is not just his own.



The damage wrought by Mr. Ackman’s wrong-way bet has had a cascade effect across Wall
Street, not just for those who followed Mr. Ackman into Valeant, but everyone who threw their
lot in with his fund, Pershing Square Capital Management. Mr. Ackman is causing agita across
the globe.

There is Deutsche Bank’s London office, which helped underwrite a public offering for Mr.
Ackman’s funds in 2014. Pershing’s fund opened at $25 a share; it now trades at $13.18.

Then there is UBS, which also led Mr. Ackman’s offerings. One of Mr. Ackman’s friends is
Mark Axelowitz, a managing director of UBS Private Wealth, which hosts an annual charity
event with Mr. Ackman. Mr. Axelowitz and the firm put some of their clients into Pershing.

Those two banks, by the way, received about $100 million in fees for their work on the Pershing
initial public offering.

At the time of the L.P.O., the famous Rothschild Bank and its wealth management unit bought
$274 million worth of Pershing stock on behalf of its clients. A unit of Qatar’s investment fund
also took a $141 million stake. The Blackstone Group bought into the offering and worked as an
adviser to Pershing.

Even Mr. Ackman’s former nemesis Carl Icahn has taken a hit via his stake in the insurance
giant American International Group, which has a stake in Mr. Ackman’s fund. Mr. Icahn
received an A.L.G. board seat after pressing the insurer to break itself up. A.I.G. has announced
plans to reduce its exposure to hedge funds, slashing its $11 billion investment in half. It remains
unclear whether Mr. Ackman’s fund is among those it plans to eliminate. (How A.I.G. — which
was bailed out by the federal government in 2008 — ever wound up with such concentration in
risky hedge funds is a question for another day.)

But it’s not just wealthy investors who have been burned by Mr. Ackman. Several public pension
funds that manage money for teachers, police and firefighters, including some from New Jersey
and Massachusetts, have stakes in Pershing Square. They are counting their losses at a time when
many pension funds are re-evaluating whether they should be in hedge funds in the first place.

Then there are eyebrows being raised in New York real estate circles. Last year, Mr. Ackman,
with the Georgetown Company, agreed to buy 787 11th Avenue, where he plans to move
Pershing Square. He is expected to build a tennis court on the roof. Mr. Ackman is an avid tennis

player.

While nobody has said the development is in jeopardy, some real estate agents have already
begun speculating about the future of the project. There is gossip over whether he will have to
take a loss on a $91.5 million apartment he bought in One57 overlooking Central Park that he
said he purchased as an investment in the hope of selling for a profit. And now, luxury
Manhattan real estate appears to have peaked.




Mr. Ackman sees his putrid performance as a blip. He has privately told some colleagues that he
believes he can get back to even within a year. But he may have to turn it around sooner — May
is the next window for investors to ask Mr. Ackman for their money back.

Correction: March 22, 2016

An earlier version of this column misstated an action taken by Valeant Pharmaceuticals. The
company asked a director to resign. It did not force the director, Howard B. Schiller, who is its
former chief financial officer and onetime interim chief executive, to resign, and Mr. Schiller has

declined to do so.

A version of this article appears in print on March 22, 2016, on page B1 of the New York edition
with the headline: Many Burned by Ackman’s Bold Bet. Order Reprints| Today's
Paper|Subscribe






